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The Spirit Within the Organization 


IF we ARE TO LOOK upon “organization” as something 
more than “system,” if it is to be a sort of organism, we 
must recognize another factor, and that is esprit de corps. 

It is not easy to define this spirit exactly. It is not me- 
chanical and is not obtainable on command, but it gives 
life and power to the organization. It will not exist with- 
out some understanding of the whole and without respect 
for the purpose and methods. It comes down from the 
top. It is a reflection of the feeling and the policy of those 
directing, a reflection of the respect of the superiors for 
their purpose, and of their earnestness in their work, and 
of their feeling toward those farther down who are joining 
in the work. It is a spirit of the whole, and cannot exist 
without consideration of the units. 

Organizations are not difficult to sketch out on paper. 
They always have there a definite and workable look, as 
if nothing could escape a far-reaching arm that would pull 
all into the hopper somewhere; but in the working organi- 
zation, unless it be the most simple, there is constant call 
for the unscheduled cooperation, for the action that can 
be secured only through a genuine, lively, and loyal inter- 
est in the success of the whole undertaking. 


—RUSSELL Ross, Lectures on Organization. 
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The Man in the Middle 

ALIKE, IT sEEMS, in Dnepropetrovsk and 
Detroit, the foreman’s lot is not a happy 
one. In fact, says Dr. David Granick in his 
recently published study of the Russian 
organization man, The Red Executive, 
the dissatisfied foreman constitutes one 
major problem that Soviet and American 
industry share in common. “Managements 
in both countries,” he writes, “have reg- 
ularly wrestled with the issue of what 
to do with the foreman; they have come 
up with virtually identical theoretic so- 
lutions; and they have shared the same 
disappointment with the practical results 
achieved.” * 

The “theoretic solution” in each case, 
Dr. Granick points out, has been a de- 
liberate attempt to bolster the foreman’s 
traditional role; and in both systems the 
effort to preserve the shadow of an au- 
thority from which most of the substance 
has been drained away has led to the 
same disillusionment. Both in the U.S. 
and the U.S.S.R., the foreman is in the 
unenviable position of being the man in 
the middle, unable to fully identify either 


*D. Granick, The Red Executive, Doubleday 
& Company, New York, 1960, $4.50. 
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with management or with the workers 
he supervises. 

Thus, the Soviet foreman, like his 
American counterpart, is constantly bom- 
barded with slogans and assurances from 
higher management that staff depart- 
ments are there to “help” him rather 
than to make the decisions for him. But 
in actual fact, his former power over his 
workers has been whittled away under 
the same pressures as have operated in 
American industry—the need for the 
institution of uniform employment pol- 
icies and practices throughout the plant 
and the elimination of the inequities that 
are bound to arise when management’s 
right to reward and punish is exercised 
at the foreman level. 

The Soviet foreman can also shake 
hands with his opposite number in the 
U.S. on another gripe—his salary. At all 
events, the problem of maintaining a 
suitable differential between the fore- 
man’s pay and that of the people he 
supervises seems to be by no means pe- 
culiar to the free enterprise system. In 
one Russian plant visited by Dr. Granick, 
average workers earned 700-800 rubles a 
month and skilled workers 1,000-1,100 
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rubles, while foremen received base sal- 
aries of only 800-1,000 rubles. Though in 
addition they got monthly bonuses of 
300-400 rubles, the differential, as Dr. 
Granick comments, hardly offered any 
great inducement to a skilled worker to 
plant his foot on the first rung of the 
managerial ladder. 

Is the foreman a manager? It is not 
without significance that all efforts to 
persuade him that he is seem to have 
met with no great success either here or 
in the U.S.S.R. The parallels under- 
scored by Dr. Granick suggest indeed 
that the time has come for a radical re- 
thinking of the foreman’s role, based on 
a franker realization of the fact that the 
kind of position to which he is routinely 
encouraged to aspire now bears only a 
remote resemblance to life as it is actually 
lived on the production floor. 


White-Collar Larceny: 

Industry’s Billion-Dollar Burden 
Tuerts sy white-collar employees are 
now running at the rate of about four 
million dollars each working day, or 
well over twice the amount stolen by 
all the country’s burglars, pickpockets, 
armed robbers, and auto thieves com- 
bined, says Norman Jaspan in The Thief 
in the White Collar, a book that most 
businessmen will find both fascinating 
and alarming reading. * 

Mr. Jaspan’s amply documented study 
makes it plain that while financial stress 
is at the root of many defalcations, these 
are by no means limited to the classic 
case of the employee who “borrows” 


*N. Jaspan with H. Black, The Thief in the 
White Collar, J. B. Lippincott Company, Phila- 
delphia and New York, 1960. $4.95. 
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from the till in the vain hope of re- 
couping his losses at the racetrack. Many 
white-collar thieves are motivated simply 
by vanity—the desire to cut a dash in 
their communities or among their friends. 
There is a sizable group also who resort 
to stealing as a way of revenging them- 
selves for what they regard as unjust 
treatment by their employers. Often, 
however, stealing seems to become a way 
of life not from any overwhelming per- 
sonal need, but simply because it is all 
too easy and “everybody else in the place 
is doing it.” 

The rapid and extensive increase in 
white-collar crime in recent years is 
mainly ascribable, Mr. Jaspan points out, 
to the tremendous expansion in business 
since the end of World War II, which 
has made it increasingly difficult for 
management to know what is going on 
in its own house. Another contributing 
factor, he suggests, is industry’s reliance 
upon traditional control devices. But a 
dishonest employee can find innumerable 
ways of reconciling discrepancies be- 
tween physical counts and book records. 

What’s the remedy? Essentially what’s 
needed, Mr. Jaspan says, is preventive 
management—the establishment of a cli- 
mate in which each employee knows 
that management is alert to, cares about, 
and is aware of what is going on. Some 
general guideposts: (1) Set fair standards 
of performance. Too often, managers 
and supervisors are expected to meet un- 
reasonable quotas or budgets, Mr. Jaspan 
points out. When goals are excessive and 
unreal, record manipulation is all too 
likely to follow. (2) Know the status of 
employee morale. Nothing creates short- 
ages so rapidly and so surely as resentful 
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and disgruntled personnel. (3) Maintain 
good communications. Each employee, 
on each operational level, should be made 
aware of his specific responsibility for 
protecting the company’s assets. (4) Take 
corrective and disciplinary action. If the 
company is firm about cracking down on 
offenders, employees will soon learn that 
crime does not pay. At the same time, 
Mr. Jaspan warns, management should 
not act impulsively. To fire the first per- 
son, or throw out the first procedure 
associated with something that has gone 
wrong may not get at the real cause of 
the trouble. 


Ways of Keeping 

Management Salaries in Line 
As A MATTER of business necessity, most 
companies adhere to the policy of paying 
salaries comparable with those paid for 
similar positions both in their own indus- 
try and in industry as a whole. For nearly 
30 years the economy has been rising and 
compensation at all levels has risen with 
it. During the early part of this period, 
pay for production and clerical jobs in- 
creased much faster than compensation 
at the upper end of the scale; but in 
recent years, all levels have moved ahead 
at a somewhat uniform rate. As a result, 
most companies today are under constant 
pressure to keep their management salary 
scales in line with competition. How do 
they go about it? 

The continuing studies of AMA’s Ex- 
ecutive Compensation Service over the 
past ten years show that there has been 
no one preferred approach to this prob- 
lem. In fact, companies have adopted dif- 
ferent methods of making the necessary 
adjustments in different years, clearly in- 
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dicating that there is no rule of thumb 
that can be applied to all situations. 

During stabilization periods, for ex- 
ample, there was a tendency to make what 
were then called tandem adjustments— 
i.e., increases for salaried employees cor- 
responding in either amount or percent- 
age to those granted hourly paid workers 
under collective bargaining agreements. 
This led to the widespread practice of 
granting general increases. (Actually, 
however, only a little more than half 
the companies participating in the ECS 
studies have granted general increases 
as such.) 

Companies with established salary 
ranges for most of their salaried positions 
normally review their compensation pro- 
grams annually. On the basis of reports 
such as those produced by the Executive 
Compensation Service, often supplemen- 
ted by local and industry surveys, adjust- 
ments in the ranges are then made to 
maintain a competitive position, as well 
as consistent internal relationships. Either 
these adjustments are followed by general 
increases to bring individual rates in line 
with the new ranges, at least up to 
certain grades or amounts, or the new 
ranges are used as guides for future 
merit increases. Obviously, if general in- 
creases are not granted, subsequent merit 
increases are somewhat larger, or are like- 
ly to be granted after shorter intervals 
than would otherwise be the case. 


Since salary ranges and schedules are 
prepared with some consideration for the 
future, comparison studies often show 
that while there has been an increase 
since the last adjustment, the change is 
not sufficient to warrant an upward move- 
ment in the entire structure. In this 





situation, either general increases or ac- 
celerated merit increases within estab- 
lished ranges may be made. 

If salary ranges are not based on for- 
mal evaluation plans, or even where they 
are, increased demands or shortages in 
the market may require adjustments in 
the ranges for certain positions. This is 
often done also. Furthermore, comparison 
studies may show that minimum rates 
should be adjusted to meet market and 
employment needs, while maximums can 
remain unchanged because they are com- 
petitive. Alternatively, minimum rates 
may be satisfactory while maximum rates 
need adjustment. Needless to say, all 
such adjustments must be and usually 
are made with due regard to their effect 


on the spread within the ranges, as well 


as on internal relationships generally. 

In general, then, the actions taken by 
companies in recent years to keep salaries 
and ranges in line have fallen into three 
broad categories: (1) Adjustments in the 
rates of individuals, while leaving salary 
ranges unchanged; (2) changes in salary 
ranges without immediate changes in the 
rates of individuals, but with subsequent 
changes based on the revised schedules; 
and (3) numerous combinations and vari- 
ations of (1) and (2). In any event, the 
maintenance of an equitable as well as 
a competitive salary structure has become 
a continuing management responsibility 
ordinarily calling for a thorough study at 
least once a year. 


Foreign Manpower Problems 

For THE AMERICAN company planning to 
open a branch plant in, say, Asia or the 
Middle East, information on the avail- 
ability and caliber of the labor supply, 
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living conditions, labor-management rela- 
tions, and other matters affecting the 
utilization of local manpower is not al- 
ways readily available. With the aim of 
remedying this lack, the Governmental 
Affairs Institute, of Washington, D. C., 
a non-profit organization undertaking 
both research and operational services in 
American and international affairs, has 
been engaged for the past year in an ex- 
tensive study of industrial relations and 
manpower problems overseas. Thus far, 
data have been compiled on local labor 
law, government and labor relations, 
trade unionism, manpower characteristics 
and skills, and the physical and cultural 
environments of 11 countries—Australia, 
Burma, Egypt, India, Laos, Libya, Paki- 
stan, Thailand, Viet-Nam, Saudi Arabia, 
and Taiwan. Fourteen more studies are 
under way. 

The studies, which have been based on 
first-hand investigation in the countries 
concerned, have been designed primarily 
as an aid to American companies investi- 
gating the possibilities of operating 
abroad. The Governmental Affairs Insti- 
tute will be glad to place the compre- 
hensive information it has amassed in 
the course of this research project at the 
disposal of any interested organization. It 
has just published a preliminary report, 
Manpower Problems in Southeast Asia, 
single copies of which are available with- 
out charge. 

Readers who are interested in obtain- 
ing this report, or in learning more about 
the Institute’s findings, should write Dr. 
Daniel Wit, Director of International 
Studies, Governmental Affairs Institute, 
1726 Massachusetts Ave., N.W., Wash- 
ington 6, D. C. 














The Quality 
Of Leadership 


CAMERON HAWLEY 


The noted author of Executive Suite, Cash McCall, 
and The Lincoln Lords takes a hard look at the 
management approach that has left American 
business wide open to the onslaught of foreign 


competition. 


Since I GAVE UP active participation in 
corporation life some eight years ago, 
I’ve done a great deal of traveling, not 
only within the United States but also 
abroad. In the last five years alone, 
I’ve taken two long, slow trips around 
the world with extended stays in a 
dozen countries, all the way from Ja- 
pan to England. But no trip I’ve ever 
taken has left so many vivid impres- 
sions on my mind as a nine-week sur- 
vey of Europe that I completed just 
before the end of last year. 

The big tourist season in Europe 
was over, yet everywhere I went I 
found Americans. But they were not 
the summer trippers. They were top- 
level business executives, hundreds of 






them. Walk into any plush expense- 
account restaurant in any capital in 
Western Europe these days, and you 
begin to wonder whether you haven't 
by chance stumbled into a board meet- 
ing of some American trade associa- 
tion. 

What’s all this big brass doing in 
Europe? When you ask them, it’s all 
very hush-hush, very confidential. Be- 
fore they'll talk, you have to take a 
vow of secrecy. They’re working on a 
terrific idea, and of course they don’t 
want their competitors to get wind of 
it. Above all else, they don’t want to 
tip off the union boys back home. But 
for all the protestations of secrecy, the 
“big idea” always turns out to be the 





Nore. This article has been adapted from a paper delivered at AMA’s Midwinter Personnel 
Conference in Chicago last February. Copyright © 1960 by Cameron Hawley. 











same. Each of them has made the sup- 
posedly unique discovery that you can 
manufacture almost anything overseas 
a whale of a lot cheaper than you can 
make it in the United States. 

That’s why these businessmen are 
abroad—either to set up a factory of 
their own or, as a more frequently ac- 
ceptable alternative, to make some 
kind of tie-up with an established Eu- 
ropean manufacturer. The aim is to 
produce abroad, either as finished 
products or parts thereof, articles that 
are now being made in American fac- 
tories. Some of these products, they 
hope, will be salable overseas, but in 
most cases that isn’t the real motiva- 
tion. The big idea is to make abroad 
products, or their components, that 
can be shipped back and sold in the 
American market. In other words, 
business is discovering that the way to 
beat high American costs is to transfer 
production from U.S. factories to 
plants in England, or the Ruhr Val- 
ley, or Switzerland, or Japan, or some 
place else around the world. 


Tomorrow the Flood 


The scope that this movement has 
already taken on is, I judge, largely 
unappreciated in the United States. 
The hush-hush treatment has appar- 
ently been quite effective, at least so 
far as the public and the press are con- 
cerned. Recently, there have been a 
few editorials expressing concern at 
the latest balance of trade figures. But 
the key point—the shocking spectacle 
of the United States of America, sup- 
posedly the greatest industrial nation 
on earth, now importing more manu- 
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factured consumer goods than it ex- 
ports—has been largely missed. 

Last year, our total imports exceed- 
ed $16 billion—up 16 per cent from 
the year before, the highest in all 
history. And this is only a trickle be- 
fore the flood that is still ahead of 
us. Not only are hundreds of Ameri- 
can companies transferring some or 
all of their production activities 
abroad, but foreign companies, all the 
way from England to Japan, are dou- 
bling and redoubling their efforts to 
increase their already substantial par- 
ticipation in the American market. 

We hear a great deal these days 
about economic competition with the 
Communist world. In my view, for 
the immediately foreseeable future, 
we are much more seriously threat- 
ened by our friends than by our ene- 
mies—and a substantial part of that 
threat is of our own making, gener- 
ated by American corporations. In 
the past, we were able to counter for- 
eign competition by raising tariff 
walls or imposing quotas. Today, we 
can avail ourselves of these defensive 
measures only to a very limited extent. 
Our national interests overseas, both 
economic and political, have become 
too great to allow us to hide behind 
a national policy of heightened eco- 
nomic isolationism. Not only do our 
investments argue against it, but freer 
and freer world trade is an inevitable 
corollary of the position we have as- 
sumed in the world. 

As a result, our American industrial 
system is about to be challenged as it 
has never been challenged before. 
How well it will respond to that chal- 











10 PERSONNEL 


lenge is a matter that justifies deep 
concern. I am not, by nature, a pessi- 
mist, nor do I normally see catastrophe 
lurking in every dark corner; but I 
cannot escape the conclusion that 
American industry, as a whole, is a 
long way from being in fighting trim. 

Despite the current evidence of 
booming prosperity, we have only to 
look back to the late months of °57 
and the early months of °58 to see 
how vulnerable we are. In hindsight, 
we can now see that what we then 
called a severe “recession” was actu- 
ally nothing of the sort. No really im- 
portant economic dislocations were 
involved, yet the havoc that was 
wrought in the earnings performance 
of thousands of corporations was 
shocking evidence of our vulnerabil- 
ity. Anything approaching a real 
downturn in general business might 
well be catastrophic. The typical 
American corporation today is in no 
condition to stand up to the kind of 
world competition that, in my judg- 
ment, we're going to have to face. 

A lot of people will quickly agree 
with that premise—but for the wrong 
reason. They'll say, “You're absolutely 
right—with the high wage levels that 
the unions have forced upon us, our 
costs have gone right through the 
ceiling.” Yes, our wage rates are high, 
but I’m positive that’s not the only 
source of our weakness—and a lot of 
the Americans I met in Europe are 
learning just that. To their evident 
and obvious surprise, they’re discov- 
ering that, in a great many cases, the 
foreign advantage lies much less in 
lower direct labor costs than it does in 
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the figures that show up at the other 
end of the cost sheet. 

Here is a case in point. I was fog- 
bound one night in Amsterdam and, 
as we sat around the airport, I recog- 
nized the president of an American 
company that makes a well-known 
product in the kitchenware field. He 
had just concluded, he told me, a 
manufacturing agreement with a Eu- 
ropean firm. 

“Until I got on the inside,” he said, 
“I thought they had us licked over 
here because of wage rates. I know 
differently now. For every penny 
they’re saving in direct labor costs, 
they’ve got us whipped by three cents 
in general overhead and burden. In- 
side the plant, it’s about a stand-off— 
but when you get to the office, they 
make us look like fools.” 


Our Burgeoning Overhead 

He went on to give me some inter- 
esting figures. His company -and this 
European firm are about the same 
size in terms of units of production. 
The American company has about 
1,200 hourly workers in its plant, the 
overseas factory a few more—roughly 
1,300. But in terms of salaried employ- 
ees, it’s a different story—912 in Amer- 
ica versus 221 in Europe. There’s a 
clue to the real answer—and it’s the 
answer you find everywhere. Here in 
the United States we have built up— 
drifted into or allowed to grow up, 
however you want to put it—the most 
expensive approach to industrial man- 
agement that exists anywhere on 
earth. This is our basic disadvantage 
in foreign competition today. 














It starts right at the top. In the case 
I have just mentioned, the American 
firm has an active chairman of the 
board, a president, five vice presidents, 
and an executive suite staff of 42 peo- 
ple. The European firm is run by a 
managing director and one key assist- 
ant. Counting their two secretaries, 
the top-management staff totals only 
nine. The contrast continues right 
down the line. This American presi- 
dent said, “They could pay our wage 
rates and we still couldn’t compete— 
our overhead would lick us hands 
down.” 

When he said that, I asked, “If you 
know the answer, why don’t you ap- 
ply it? Why don’t you go home with a 
big axe and chop yourself down to 
size?” And his reply pretty well de- 
fined the problem. He said, “How can 
I? Even if I were capable of running 
our company as a one-man show— 
which is virtually what’s happening 
over here—I’m not at all certain that I 
could get away with it as far as our 
organization is concerned. Our sec- 
ond-level executives have all been 
brought up in a different school. They 
just haven’t been trained to take over 
in the same way that these European 
boys have.” 

Here’s another case, in some ways 
even more revealing. A Midwestern 
manufacturer of heavy industrial 
equipment had set up a joint company 
with a West German industrialist. The 
American company, as its contribu- 
tion to the management of the joint 
venture, sent over one of its top vice 
presidents and three other men. After 
a few months, the German president 
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wrote the American president and 
suggested he call his men back to the 
United States. He acknowledged that 
they were good-hearted and well in- 
tentioned, and honestly trying to be 
helpful, but they just couldn’t keep up 
with the management pace that had 
to be maintained. To quote him di- 
rectly, he said, “We cannot afford the 
luxury of all the meetings they want 
to have, nor can I afford to take the 
time to keep explaining the why’s and 
wherefore’s of every decision I make.” 

The American president, much up- 
set and highly suspicious, flew to West 
Germany to investigate the situation. 
Just before I met him he had made 
his decision—he was taking his men 
back to the United States. He was also 
taking home, as he freely admitted, 
some vitally serious questions about 
the management approach he has 
been following in his own company. 
As we talked, he said substantially the 
same thing I'd heard that foggy night 
in Amsterdam. He said, “Maybe it’s 
my own fault—I suppose it is—but 
I've grown up with a different man- 
agement philosophy, and that’s the 
way I’ve trained all the men who are 
coming along under me.” And then 
he stopped, sitting there for a long 
time with a faraway look, finally say- 
ing, almost to himself, “I wonder how 
we got so far off the beam? I just 
don’t understand it.” 


The Era of Enlightenment 

Well, I don’t pretend to understand 
it either, not completely, but I do have 
a theory that may be at least partially 
applicable. He, like so many men who 
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are heading corporations today, is now 
in his middle fifties. That means he 
spent his formative years, the most im- 
pressionable period of his life, during 
the depression. Now I, too, lived 
through that same period as a young 
man in my twenties. I had recently cast 
in my lot with a big corporation and, 
believe me, that was a commitment 
that, in those days, was open to ques- 
tion. Business leaders were being vio- 
lently attacked from every quarter as 
enemies of society—greedy, grasping, 
dictatorial, domineering, unprincipled, 
anti-social, the cause of all the ills that 
had befallen the world. 

Not all these politically inspired 
charges were true by any means, and 
the rising young businessman of that 
day was sensible enough to know it, 
but as he looked around him, he saw 


enough truth in some of those charges 
to cause him to decide that when he 
got to the top, he was going to be a 
very different kind of business leader. 
Before long, we found a word to char- 


acterize that difference—“enlight- 
ened.” The new corporate leader was 
going to be an enlightened business- 
man. 


One Big Happy Family 

At first, “enlightenment” was rather 
narrowly defined. It meant, in effect, 
only a heightened social conscience. 
Fairly quickly, however, the definition 
was broadened to imply a business- 
man who was, in ail particulars, the 
exact opposite of what the old-style 
businessman was charged with being. 
If the Old Man was dictatorial and 
autocratic—and he usually was—we 
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enlightened businessmen would bring 
democracy into the world of business. 
We would end one-man rule. We 
would employ group thinking. Thus, 
the committee system of operation 
came into being—and the ideal top 
executive became, in effect, a sort of 
super committee chairman. 

Again, if the Old Man’s weakness 
was in his handling of people—and it 
often was—that was where the new 
man would be strong. This resolution 
led, step by step, to great expendi- 
tures of time and effort in labor rela- 
tions, public relations, and community 
relations—anything and _ everything 
that would contribute to what we 
lumped together and called “human 
relations.” Keeping everyone happy 
and contented became a prime goal of 
business management. The one-big- 
happy-family concept became domi- 
nant. 

Thus was formed the rounded im- 
age of the ideal corporate executive— 
quiet, umassuming, even-tempered, 
democratic, one of the group, a man 
who led by soft persuasion, a compro- 
miser, a coordinator, a man who never 
ruffled tempers or hurt people’s feel- 
ings—in short, a man whom everyone 
liked. That was the image that was 
then created—and the image that has 
largely prevailed ever since. It is the 
image we still worship in this era of 
the “nice guy”—when “getting along 
with people” is counted as the most 
important talent a man can possess. 

At the same time that all this was 
happening, another trend was under 
way—something that has since been 
called the “managerial revolution.” As 





American industry matured and grew 
older and larger, the ownership of 
more and more companies passed 
from individuals or families to the 
general public. Instead of businesses 
being run by the men who owned 
them, they were managed by men who 
were hired to perform that function— 
in short, by professional managers. 


“Nice Guy” Management 

The rise of professional manage- 
ment has been the most important 
business development of this past quar- 
ter-century. It has been vital to our 
tremendous economic growth. As in 
every field of human endeavor, how- 
ever, there can be no great gain with- 
out the danger of some loss. Profes- 
sionalism has its drawbacks. By defi- 
nition, the professional is a man who 
holds his position and power, not 
through ownership, but at the pleasure 
of those he serves. As the doctor must 
cultivate a good bedside manner to 
make his patients like him, so the pro- 
fessional business manager has every 
inducement to join the “nice guy” cult. 
The trouble is that he has to be a nice 
guy to so many different people, all of 
whom have their own special interests. 
He must not only keep his co-workers 
happy—he must also keep earnings 
high or the board of directors won't 
like him. He must keep the price of 
the stock going up to please the in- 
vestors. He must bid for favor in the 
financial community, placate the un- 
ion to avoid strikes, carefully nourish 
useful friendships in Washington and 
the state capital, exert his charm on 
dealers and distributors—there’s really 
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no end to it. Too often it becomes a 
way of life—a basic attitude that even 
extends to relationships with competi- 
tors. 

Not so long ago, a corporation presi- 
dent came to me to talk about the 
trouble they were having marketing 
one of their products. Forgetting for a 
moment that we weren’t still living in 
a freely competitive economy, I guess 
I reverted to type. Why didn’t they 
make a drastic cut in price, I suggested 
—their cost figures showed that they 
could well afford to do so. He was 
horrified. “Good lord, Cam, if we did 
that we'd lose the good will of all our 
competitors!” he exclaimed. So what 
did they decide to do? Add another 
million to the advertising budget—this 
kept the agency happy—and increased 
the staff of the promotion department 
which made a lot more people happy 
—and also, of course, added more fat 
to the burden that is already, in this 
very same company, making it a soft 
victim for foreign competition. 

There’s no denying that profession- 
alism, for all its good points—and 
they are many—does tend to encour- 
age bureaucratic corpulence. Just as 
the doctor these days calls in a spe- 
cialist at the blink of an eye, so does 
the professional manager. The Old 
Man of my youth was a G. P.—a gen- 
eral practitioner. Unless it was some- 
thing too serious, he did the job him- 
self. Not today. Now you set up a clin- 
ic—economists, market analysts, statis- 
ticians, method experts, legal advisers, 
etc. Then you need some more experts 
—organization specialists—to find out 
(after careful study, of course) who is 
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supposed to do what, and the proper 
procedures for threading the maze to 
get them to do it without making 
someone unhappy in the process. To 
prevent that, you have to set up a 
“communications program.” Commit- 
tees sprout like mushrooms in the lush, 
air-conditioned atmosphere of the 
executive suite. And if all this is good 
management in the front office, why 
not down the line? So the fat gets 
thicker and thicker, growing by the 
well-known process of bureaucratic 
cell-division. 

Maybe I’m being a little too cynical 
here. But if you don’t believe me when 
I say that most American corporations 
are a long way from being down to 
fighting trim, do this: Pick out half a 
dozen American companies at ran- 
dom, and spend a day walking 
through their offices and studying their 
organization charts. Then go over- 
seas and take the same kind of hard 
look at their opposite numbers abroad. 


Fatty Degeneration of the Spirit 

Now this doesn’t mean that I’m ad- 
vocating abandonment of intelligently 
directed group thinking, or the serv- 
ices of specialists in many worthwhile 
corporate activities, or any of the other 
management devices that encourage 
broad thinking and the participation 
of as many people as can usefully con- 
tribute to a project. But I don’t think 
we can go on indulging much longer 
in the luxury of hiring ten men to 
make one man’s decisions. 

It is not without significance that in 
many American corporations today 
more than half the salaried jobs didn’t 
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even exist in 1940. But even more im- 
portant, I think, than the physical evi- 
dence of accumulated corpulence are 
the still more visible signs of fatty de- 
generation of the spirit. We have too 
often lost sight of—or at least failed to 
recognize—the vital importance of 
vigorous, dynamic, personal leader- 
ship. It is strange that this should have 
happened because all around us we 
have so much evidence to support that 
truth. 

There is an old saying that every 
great organization is the lengthened 
shadow of one man. It’s old and it’s 
trite—but it’s true. Dig into the history 
of any company—your own company. 
Some man had a dream—one man, an 
individual, not a committee—and that 
one man turned that dream into a re- 
ality by fighting, battling, and exercis- 
ing the kind of single-minded leader- 
ship that drives through to a goal no 
matter what the obstacles may be. In 
the process, no doubt, he ruffled some 
feathers. There were people who did- 
n’t like him. But he got the job done. 

The quality of leadership is the de- 
termining factor in every institution 
that makes up our society. Whether it’s 
the Parent-Teacher Association, a 
country club, or a church, if you have 
the right person heading it up, it gets 
some place. If you don’t, it doesn’t. If 
you don’t have leadership, you can ap- 
point committees, and draw organi- 
zation charts, and make speeches 
about cooperation until you’re blue in 
the face, but nothing happens. 

No committee, even though it were 
composed of the greatest minds and 
most dedicated hearts in this country, 








could ever hope, for example, to match 
what President Eisenhower accom- 
plished in his recent tour abroad. 
Leadership is a personal thing, inevi- 
tably focused in one man. I wish more 
of our corporation presidents realized 
it, and were more willing to assume 
the responsibilities it entails. 


The Pursuit of Mass Happiness 

But I wish even more fervently that 
we were instilling that truth into the 
generation that’s coming along. What 
my traveling companion at the Am- 
sterdam airport said about the short- 
comings of his younger executives is a 
complaint we hear on all sides. We 
blame our young men these days for 
lack of drive and ambition, for want- 
ing security, for being afraid to stick 
out their necks and assume responsi- 
bility. Is it their fault or ours? We have 
taught them, both by precept and ex- 
ample, that “getting along with peo- 
ple” is the most important thing in 
the world. Can you train potential 
leaders by handling them as though 
they were entrants in a perpetual pop- 
ularity contest? I don’t think so. Nor 
do I think you can develop leaders in 
the atmosphere of a company where 
individual accomplishment—the only 
source of real and lasting personal sat- 
isfaction—is sacrificed for the fuzzy 
goal of the one big happy family. A 
healthy corporation must be a business 
institution—not a social institution de- 
voted to the all-out pursuit of mass 
happiness. 

The spark of leadership gets snuffed 
out pretty fast in an atmosphere where 
problems are settled by compromise, 
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where the moral force of great intui- 
tive conviction is watered down to get 
it through a committee, where you kill 
off the creative urge that is the real 
driving power of every truly great 
leader. 

I suggest that a lot of our top-level 
executives are kidding themselves 
about how cleverly they’re handling 
the younger men under them. At a 
conference of corporation presidents 
I attended not too long ago, one of 
them held forth at considerable length 
on how he never openly proposed any 
idea of his own but always worked 
things around so that one of his 
younger men thought that it was Ais 
idea. Later that day, leaving the very 
building where we’d had our meet- 
ing, I picked up a young man who 
had been attending another confer- 
ence there. By coincidence, he hap- 
pened to be a junior executive in that 
same corporation. Later, we stopped 
to have a drink, and in the course of 
chatting about his company, I brought 
up the subject of his president. He 
chuckled and said, “Well, right now I 
think he’s a wonderful fellow. You 
see, I’ve won three pools on him late- 
ly.” I said, “What do you mean—a 
pool on him?” And he said, “Well, 
every time we have a meeting we al- 
ways make a pool on which one of us 
he’s picked that day to have his idea.” 

Good young men don’t want that 
kind of manipulated monkey business 
—they want /eadership. And the better 
men they are, the stronger they want 
that leadership to be. They want a 
clear goal and a clear path to it. Also, 
if they’re good men, they want the 
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delegated authority that allows them, 
in turn, to exercise leadership them- 
selves. 

It seems to me that we’ve wandered 
a long way off the beam, and I think 
we're going to pay a price for it. But 
my attitude is not one of despair or 
of gloom. The tide Aas turned. That’s 
evident. The 1957-58 recession shocked 
many companies into a hard-headed 
reappraisal of management goals and 
operating methods. Now all this con- 
tact with overseas firms is again help- 
ing us to get our feet back on the 
ground. I know of a dozen companies 
that are in the process of executive re- 
orientation right now, and for every 
one that I know about, I’m sure there 
are hundreds that are quietly work- 
ing toward that same end. 


The Turn of the Tide 

I haven’t any figures to quote, but 
sometimes a single incident is more 
telling than pages of statistics. Here 
is one that impressed me greatly. Over 
the years, I’ve come to know the head 
of an executive recruitment agency 
rather well. He’s been an excellent 
source of raw material for my writing 
and, in gratitude, I’ve tried to help 
him whenever I could. One day last 
year, he called up to ask my opinion 
of a man I knew who was a possible 
candidate for the presidency of a fairly 
large firm with annual sales around 
$30 million. I said I rated him as a 
brilliantly able man, that I had no 
doubt whatsoever that he could run 
the company with great success—pro- 
vided he were given a free hand, and 
provided also that the board would 
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support a blunt, straightforward man 
who would drive ahead, letting the 
chips fall where they might. 

“You mean,” he said, “he’s the kind 
of man who doesn’t get along too well 
with people?” 

“He gets along fine with capable 
people who'll take orders and get a job 
done,” I replied. “To those who can’t 
—or won’t—he’s not a lovable char- 
acter.” And he said, “I’m afraid that 
rules him out. A man of that kind 
just doesn’t fit into this picture.” 

Months went by. Then one day my 
telephone rang again. It was my re- 
cruiting friend. Did I remember the 
man we had talked about last sum- 
mer? Where could he get hold of him? 
He had half a dozen openings now for 
top executives of exactly that type. 

The tide Aas turned. A new image 
is being cast. We're setting up a new 
prototype for the ideal corporation ex- 
ecutive, a new model to follow. And it 
is new. We're not going back to the 
Old Man who went out with the de- 
pression. We can’t. This is a new world 
with new demands. Business has as- 
sumed new responsibilities, and we 
have created a whole social structure 
that rests upon the discharge of those 
responsibilities. But we must relearn 
and reapply one truth that has been 
evident through all ages and all social 
systems, and will continue to be a 
truth as long as man remains a hu- 
man being: the perpetual need for the 
invigorating and vital force of per- 
sonal leadership. 

We need leadership not only in busi- 
ness but also in every other phase of 
our national life. But since we live in 





an industrial civilization, with eco- 
nomics as the determining factor in 
our national welfare, I deem business 
leadership to be particularly important. 
I don’t think our fate as a nation will 
be finally decided in the halls of Con- 
gress, or in the Department of State, 
or in the labyrinthine mazes of the 
Pentagon, or even at a summit con- 
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we know it, will be far more impor- 
tantly influenced by what happens in 
the private offices of the presidents of 
our industrial corporations. If there is 
weakness in those offices, we are weak. 
If there is strength, we are strong. My 
hope for all of us is that we shall find 
that strength in a resurrection of the 
dynamic individualism that is the core 


ference. Our American civilization, as of our great American heritage. 


Needed—New Incentives for Scientists and Engineers 


THE RAPID GROWTH of research and development programs has produced a new breed 
of scientists and engineers, according to a study by Prof. Lee E. Danielson, of The 
University of Michigan. From interviews with executive, supervisory, and non-super- 
visory professional personnel in ten firms with extensive research organizations, Prof. 
Danielson found that today’s scientists and engineers, while intensely interested in 
their work, do not always regard a job well done as its own reward and are equally 
concerned with personal advancement, recognition, and financial reward for their 
efforts. Unlike the men and women who entered these professions in the past, many 
are now lured to the sciences by their monetary attractions and the prestige they 
confer rather from any devotion to fundamental knowledge. 

Reporting his findings in The Characteristics of Engineers and Scientists (Bureau 
of Industrial Relations, University of Michigan, $4.50), Prof. Danielson asserts that 
management is partly responsible for the current emphasis given to salaries by 
scientists and engineers. Companies would do well, he believes, to explain to pro- 
fessional employees the reasoning behind their salary schedules. They should also 
take steps to improve procedures for appraising job performance and to open up 
new routes for the advancement of professional personnel. 

Companies where promotion is now possible only through the managerial route 
might profit from adopting a broader policy in which advancement is open on 
technical ability alone, Dr. Danielson suggests. He notes that many supervisors are 
reluctant to promote their best engineers and scientists out of the department because 
their own work is often evaluated on the basis of the group’s output; but this problem 
can perhaps be reduced, he thinks, by rewarding supervisors for developing their 
subordinates and by selecting supervisors on the basis of their companywide interests. 

Most scientists and engineers, Prof. Danielson goes on to say, regard themselves 
as different from other employees, considering themselves more responsible, ob- 
jective, and involved in their work. They also desire greater freedom, more indi- 
vidualized and less routine supervision, more tangible and intangible rewards for 
their work, and feel that they are more ambitious, creative, analytical, and intro- 
verted than other emplyees. 

In formulating policies for the selection and development of prof: «sonal personnel, 
management might do well to bear in mind, Prof. Danielson concludes, that scien- 
tists and engineers are mainly interested in: (1) Seeing the results of their work; 
(2) completing assigned tasks; (3) receiving new, non-routine, and challenging 
assignments; and (4) obtaining personal satisfaction from their work, as well as 
recognition for their contributions. 








If the Sixties are truly to live up to the high hopes 
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flation, productivity, and politics. 


Employee Relations in the 


Decade Ahead 


ROBERT PAXTON 


President 
General Electric Company 
New York City 


Tue rote of prognosticator is a haz- 
ardous one. I seem to remember the 
fate of economist Irving Fisher who, 
one week before the 1929 crash, pro- 
claimed the coming of what he called 
“the permanently high plateau.” And 
later Colin Clark who, in the mid- 
dle of that remarkable boom we en- 
tered into after World War II, warned 
us of the certain arrival of a second 
Great Depression. 

But I believe we can avoid the pit- 
falls that ensnared Fisher and Clark 
because in the area of employee rela- 
tions there are a number of encourag- 
ing precedents on which we can base 
our estimate of the future. More- 
over, the accident of history has placed 
us at a juncture where the roads leading 
out of the past and into the future are 





clearly marked. It is not so much that 
1960 happens to be a convenient turn- 
ing point in the calendar; rather, the 
end of the Fifties did, in fact, terminate 
an era that began just after World War 
II. Understanding the true meaning of 
that era and its legacy is the real job 
that employee relations faces in the 
Sixties. 

Those post-war years were years 
of remarkable change. Some sample 
items: 

> The Gross National Product more than 

doubled—going from $211 billion in 1946 

to $478 billion last year. 

> Many products and processes that were 

not even thought of in 1946 are now 

taken for granted. Over one-third of the 
products made today by General Electric, 





Nore. This article has been adapted from an address delivered at AMA’s Midwinter Personnel 


Conference in Chicago last February. 














EMPLOYEE RELATIONS IN THE DECADE AHEAD 19 


for example, did not exist before World 

War II. 

> We are well on our way to becoming 

a nation of two-car families—and a recent 

prediction that we shall eventually be a 

nation of two-house families does not 

seem quite so farfetched today. 

These were also the years in which 
the necessity for a “relations” function 
in business was recognized. Manage- 
ment iM many instances came to 
realize that a company does not deal 
with separate kinds of people who are 
fenced off from each other according 
to convenient categories of business 
thought. Instead, it deals with individ- 
uals who have all kinds of complicated 
relationships with the business com- 
munity. They are broad-gauged, multi- 
dimensional individuals who are en- 
titled to mature treatment. Manage- 
ment’s acceptance of this fact is 
beginning to help immeasurably to 
promote a broader cooperation and 
understanding among the public gen- 
erally and to insure a more favorable 
climate of opinion for business. 

But affluence with its easy growth 
has nurtured a slovenliness that our 
economy simply cannot afford. These 
are testing times. There is no longer 
any degree of tolerance for the waste 
and self-indulgence of the past 14 years 
—years when the mistakes of manage- 
ment, labor, and government fed in- 
flation and otherwise sapped our abil- 
ity to compete, both domestically and 
internationally. Now we have stiff 
competition from countries that have 
recovered from the ravages of war. 
They have built new plants and are 
participating in the use of techniques 
that do not recognize national bounda- 


ries. Our faltering foreign trade is clear- 
ly the result. 

Consequently, if the economy of the 
Sixties is truly to reflect the golden hue 
that has been predicted for it, we shall 
need to win the understanding of em- 
ployees, the public, government—and 
businessmen—of the realities of the 
times. For only with a high degree of 
cooperation and mutual understanding 
can we make this country and its in- 
dividual enterprises economically more 
agile and flexible. Without these efforts, 
history will view our accomplishments 
since the war as those of a precocious 
child who failed to fulfill his early 


promise. 


The Problem of Inflation 

We need, in short, to face the fact 
that there is no substitute for the hard 
work of creative competition—and to 
realize also that before we can go for- 
ward with renewed competitive vigor 
some serious roadblocks stand in our 
path. Three problems in particular call 
for special attention in the years ahead: 
Inflation, productivity, and politics. We 
can count ourselves fortunate that, in 
each one of these areas, there is some 
foundation of progress on which to 
build. 

Let’s take a closer look at each of 
them in turn. 

Earlier, I pointed out that the Gross 
National Product has more than dou- 
bled since 1946. In actual fact, of 
course, it has done no such thing. 
Since 1946, the purchasing power of 
the dollar has declined by one-third— 
and when we translate the 1946 GNP 
into today’s dollars, we find that our 
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growth has been not 6 per cent a year, 
but just about half that rate. The cost 
of living has climbed steadily, year 
after year, eroding economic values 
and making it increasingly more difh- 
cult for businessmen to plan their op- 
erations and customers their purchases. 
Indeed, there is some interesting evi- 
dence to suggest that inflation has now 
become not only a way of life, but one 
that is expected to endure. 


Consumer Attitudes Toward Inflation 

For example, in September and Oc- 
tober of 1953, when the GNP was near 
an all-time high, the University of 
Michigan’s Survey Research Center 
asked consumers how they expected 
prices to act over the next five years. 
Only one in ten of those questioned 
thought then that prices would rise; 
four out of ten thought they would be 
lower. 

When the survey was repeated at the 
end of last year, however, only one out 
of ten consumers expected prices to 
drop over the next five years, while five 
out of ten thought they would be 
higher. 

About the only consoling aspect of 
the 1959 survey was that it did provide 
some evidence of a growing awareness 
of the evils of inflation. The number of 
consumers who think rising prices are 
“to the bad” has increased in the past 
18 months from 29 to 43 per cent, the 
study found. And the number of those 
who think the upward inflationary 
trend in prices is “to the good” has 
appreciably declined. 

Yet the disheartening fact remains 
that four out of ten Americans either 
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don’t know what to think about infla- 
tion or actually believe that it’s a good 
thing. Personally, I’m inclined to think 
that age exerts some influence here. 
Older people—those over 45, say— 
know from their own experience how 
inflation has eroded purchasing power, 
savings, and pensions. Younger ones, 
say from 21 to 29, have not learned 
these lessons at first hand and are 
therefore less concerned. 

That ignorance of the damaging ef- 
fects of inflation is inversely propor- 
tional to age seems to have been fairly 
well established during the steel strike, 
when a nationwide survey revealed 
that 30 per cent of the younger group 
disagreed with the contention that the 
steel companies wouldn’t be able to 
compete with lower-priced foreign 
steel unless they resisted union wage 
demands. Only 18 per cent of the older 
group took the same view. 

Obviously, then, there is pathetically 
little comprehension of the causes of 
inflation, still less its cures, among the 
public at large. And equally obviously, 
one of our prime tasks must be to gain 
a broader public understanding of the 
problem. 

To be sure, there is no one cause 
of inflation and consequently no one 
cure. Yet it cannot be denied that the 
actions of three groups in particular 
have markedly contributed to the in- 
flation-ridden condition in which the 
economy now finds itself. 

One of these guilty groups is gov- 
ernment. 

Today government and its agencies 
together have become an automated 
engine of inflation, complete with feed- 
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back circuit that continually adjusts 
the machine to the demands of special 
interests as it produces a continuous 
stream of deteriorated values and 
mounting distortions within the econ- 
omy. This is by no means an uncom- 
mon point of view. Regardless of 
ideological orientation, there is virtual- 
ly unanimous agreement that Federal 
spending is an inflationary instrument. 


Government Spending and Inflation 

About 20 per cent of the GNP is 
now deflected through the Federal 
channels. All governments combined 
—Federal, state, and local—take about 
30 per cent of our national income. 

Defense spending, of course, is a 
major item today, and no one could 
argue against our spending whatever 
is necessary to maintain our national 
strength. But in actual fact, defense 
spending has, for all practical pur- 
poses, remained at the same level since 
1954. On the other hand, over the same 
period, non-defense spending, stimu- 
lated by every conceivable kind of ex- 
cuse, has expanded by some $10 bil- 
lions on the part of the Federal govern- 
ment alone. As a result, we now have a 
national budget some 15 times larger 
than it was during the years when the 
national policy was to “spend and 
spend and spend.” 

Further, this national conspiracy to 
inflate our Federal budgets has been 
aided and abetted by deficit spending. 
In only four years since World War II 
has the Federal government been in 
the black. In every other peacetime year 
we have accumulated deficits of as 
much as $12!/ billions. The interest on 


the national debt has more than dou- 
bled since 1946 and now amounts to 
about two-and-a-half times what we 
spend in this country for all higher 
education. No wonder we have to do 
business with 60-cent dollars! 

Not all the country’s bureaucrats, 
however, are civil servants, nor is gov- 
ernment the sole perpetrator of infla- 
tion. In all good conscience, manage- 
ment must recognize that it, too, has a 
part to play in stemming the tide. 
When it fails to live up to this responsi- 
bility, it is an equally culpable partner 
in promoting the inflationary spiral. 

For almost 15 years now, business 
has been careless about costs. It has 
been lax in devising new marketing 
methods to suit a dramatically changed 
economy. It has been something less 
than ingenious in product design and 
material specification. Managers have 
become practitioners of what an astute 
observer of the economic scene has 
called “creep.” They have concentrated 
on output, turning a blind eye wher- 
ever possible to the cost of input. And 
in operating on a large margin of 
waste, too many managers have found 
that the customer is a convenient out: 
it is simpler to raise prices than to raise 
Cain over slipshod methods. 

In fact, from the years when saying 
the easy Yes was less demanding than 
facing the harsh realities of saying No, 
it has become habitual for manage- 
ment to accede to the demands of 
union leaders. In all too many in- 
stances, companies have failed to re- 
sist the inflationary demands of union 
officials, and have made little attempt 
to explain that cost increases without 
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commensurate increases in value are 
never justified. 

To stand firm in the face of de- 
mands that must inevitably add to the 
cost of living is not an anti-union posi- 
tion. Nor is it in any sense class war- 
fare, as some union officials have spe- 
ciously claimed. In fact, refusal to sur- 
render to the inflationary ultimatum of 
a union official is pro-employee and 
pro-public. It helps to insure conti- 
nuity of employment for the union 
members themselves and price stability 
for the public as a whole. By contrast, 
inflationary wage demands mean, on 
the one hand, higher prices, and on the 
other, fewer jobs. Surveying the course 
of labor-management relations since 
the end of the war, it cannot be denied 
that management and labor leaders 
must share accountability with govern- 
ment for the predicament in which we 
now find ourselves. 

Today—as the McClellan Commit- 
tee hearings so clearly brought out— 
many union leaders are entrenched in 
what are monopolistic positions, pro- 
tected and insulated from their own 
constituencies and bent on furthering 
only their own aspirations. (It’s not 
without significance that, within eight 
weeks of the new Landrum-Griffin 
Law’s going into effect, over 500 com- 
plaints about union-leader malfeasance 
of one kind or another were mailed to 
the Justice and Labor Departments.) 
All too many union leaders occupy 
protected positions that empower them 
to make and often enforce demands 
that bear no reasonable relationship to 
operable cost structures. 

When wage increases are granted 
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without recourse to market considera- 
tions—that is to say, solely in response 
to union monopoly power or political 
pressure—they cannot help but cancel 
out the gains forthcoming from in- 
creased productivity. Prices become 
more and more insulated from the cor- 
rective drives established by the market 
place. The results are bound to be in- 
flationary. 


The Nature of Productivity 

Indeed, the need to secure under- 
standing of the nature of productivity 
and the necessity for wage rates to re- 
flect productivity gains is the second 
major area of employee relations that 
will call for better regulation in the 
Sixties. 

Technicalities aside for the moment, 
the overriding fact we must keep be- 
fore us and constantly emphasize is 
this: 

Wages are paid by customers—not 
by employers. Unions are actually bar- 
gaining not about the employer's abil- 
ity to pay, but about the customer's 
ability and willingness to pay. The cus- 
tomer can pay us, or a domestic com- 
petitor, or a foreign competitor, or a 
producer of a substitute product. Or 
the customer may simply decide to do 
without. It is his choice and no one 
else’s. 

The failure to understand who ac- 
tually pays wages probably accounts 
for the endless discussion whether pro- 
ductivity is the rich man’s friend or the 
poor man’s friend. It seems to me that 
posterity will look back on us—and 
indeed I suspect most of us will look 
back on ourselves ten years from now 
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—and wonder how in the world we 
went on giving the totally wrong an- 
swer to this question: Can we all live 
better if each of us does less and less 
for other people while expecting them 
to do more and more for us? 

What actually do we mean by pro- 
ductivity? Basically, productivity is a 
measure of efficiency—the output ob- 
tained per unit of input. But when we 
try to define what we mean by output 
and input we start running into trou- 
ble. So far as input goes, for example, 
are we to confine ourselves to labor 
effort alone—or labor effort plus the 
investment in new machinery? Or, in 
addition to both these factors, should 
we also take into account management 
ingenuity and creativeness? Obvious- 
ly, it is idle to talk about productivity 
until we have precisely agreed upon 
the measure we should use. 

One yardstick that has attracted a 
considerable amount of attention re- 
cently is Dr. John Kendrick’s “total 
factor” approach—in effect, a measure 
of output per unit of labor and capital 
combined. Using this as a base, Dr. 
Kendrick estimates that for the econ- 
omy as a whole, including manufac- 
turing, services, and agriculture, pro- 
ductivity in this country has risen over 
the long run at the rate of 2.1 per cent 
per year. 

Now it should be noted that this 
rate of 2.1 per cent is only an average— 
and were we to base all our actions on 
it, we should go under as surely as the 
legendary statistician who drowned 
while wading across a river with an 
average depth of three feet. For there 
is no general rule for the individual 


company or for the individual industry. 

Productivity rates fluctuate above 
and below the national rate. A meas- 
urement that is suitable for one indus- 
try or company is not necessarily suit- 
able, except accidentally, for another. 
What, in fact, often happens at the bar- 
gaining table is that wages are deter- 
mined by local market conditions, 
where any number of both low- and 
high-productivity industries and firms 
may be competing for employees. Ob- 
viously the most productive employer 
is, in effect, going to set local rates. 
And while national settlements have 
been getting less inflationary, the long- 
run dictum that wage rates must not 
outrun productivity rates has been vio- 
lated time and again. As long as this 
continues, we shall have an upward 
trend in prices. 


Wages, Prices, and Productivity 

When wage rates are pushed up by 
union pressure beyond increases in 
the national productivity rate, several 
things happen. Companies whose own 
productivity rates are higher than the 
national figure cannot raise wages 
without producing inflationary effects, 
because of their influence on the set- 
tlements of other companies less fa- 
vorably situated. They create an up- 
ward pressure on labor market prices 
that low-productivity firms cannot pos- 
sibly meet without adding to their 
costs. 

Simultaneously, high-cost industries 
find it difficult to compete domesti- 
cally. They lose customers, the num- 
ber of jobs are reduced, profits ap- 
proach the vanishing point and conse- 
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quently reinvestment in new machin- 
ery and equipment that could reverse 
their productivity trend tends to be 
foreclosed. 

In short, as Dr. W. Allen Wallis, 
Dean of the University of Chicago’s 
Graduate School of Business and exec- 
utive vice-chairman of the Cabinet 
Committee on Price Stability, recently 
pointed out: 

For the economy as a whole, increases in 
wages and salaries, including fringe bene- 
fits, must be matched by increases in pro- 
ductivity, for if they are not, prices must 
rise. But this general principle for the 
economy as a whole throws very little 
light on what earnings should be in any 
specific job. . . . If the millions of indi- 
vidual wage and salary determinations 
made each year in millions of special cir- 
cumstances are to turn out in the aggre- 
gate to conform with average productiv- 
ity increases, they must be made in an 
environment in which neither party has 
the power to force unsound settlements 
on the other and in which governments 
are managing money, budgets, and debts 
properly. 

For many years, U.S. exports have 
exceeded imports by over $3 billion 
annually. By last year, the difference 
had been trimmed to $1 billion. And 
in a number of important industries, 
imports now actually exceed exports. 


Inflation and Foreign Trade 

Our over-all imports hit an all-time 
high of $15 billion in 1959, a gain of 16 
per cent over 1958, the biggest in our 
history. Similarly, exports continued 
the downward trend that prevailed in 
1958. In several industries, American 
producers are being outproduced, un- 
derpriced, and outsold by foreign com- 
petition. Japanese transistor radios, for 
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example, now account for over 40 per 
cent of the domestic market. Many of 
them are of good quality and they are 
mostly priced less expensively. Infla- 
tion, of course, is an important con- 
tributor to the difficulties in which we 
find ourselves. But it is a culprit only 
because of our failure to improve our 
rates of productivity and to keep wage 
rates from outpacing productivity. 

We have begun to learn, moreover, 
that we have no exclusive monopoly of 
technology. France, Germany, Japan, 
Italy, and Great Britain have rebuilt 
from the rubble of war and now have 
facilities consistent with the high- 
est technological developments. They 
have improved their marketing tech- 
niques and in many cases have been 
able to overcome the disadvantage of 
delivery time. 

Surely it should be a basic objective 
of union leaders to maximize produc- 
tive employment rather than to defend 
practices which must inevitably lead 
to a loss of jobs, as our experience with 
foreign competition illustrates so 
sharply. Union members generally un- 
derstand this need, and also under- 
stand the need to concentrate on efh- 
cient production. Nor can we assume 
that union leaders lack such under- 
standing. Nevertheless, they seem to 
think that the exigencies of union pol- 
itics require their opposition and thus 
abdicate from the exercise of true 
leadership. 

Early last year, the Gallup Poll asked 
the public whether it would favor laws 
to stop the practices of featherbedding. 
The majority of union-member fam- 
ilies with any opinion on the subject 
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favored such a law. And most of the 
public in general voted similarly. Fur- 
ther, six out of ten union-member fam- 
ilies were opposed to a 35-hour week. 
But despite this helpful backstop of 
public and union-member opinion, 
strong political pressures are frequent- 
ly employed to circumvent free collec- 
tive bargaining. Thus, we have a tre- 
mendous, growing, and dangerous 
problem with unions—the problem of 
handling massive excess economic and 
political powers that the public did 
not intend union officials to have but 
which they nevertheless exercise over 
workers, employers, consumers, law- 
makers, and law-enforcement officials. 


The Need for Political Activity 

To help employees and the public 
bring about correction of these evils, 
we businessmen will need to develop 
political knowledge and skills. In so do- 
ing, we shall also become construc- 
tively effective in areas where political 
activity is needed to enable business to 
fulfill its true role in our society. Let’s 
examine how the union officials ac- 
quired such an excess of power. For 
the nature, extent, and unintended 
consequences of that power are not yet 
understood by the public, and no cor- 
rection can come until the public does 
understand. For not until the public 
does understand will the correction be 
supplied by political candidates or 
officeholders. 

Workers and the public quite rightly 
wanted employees to have the right, if 
they wished, of bargaining collectively 
with their employer. There can be no 
denying that this was a great step for- 


ward. But subsequent legislation and 
practice since the Wagner Act have en- 
abled union officials to acquire what is 
virtually a broad monopoly power, in 
some cases spreading across whole in- 
dustries. Indeed, in no other area of 
the economy has the public granted, 
much less stood for, such extensive 
control by any one group. This is the 
basic reason that has prevented the 
development of genuine collective bar- 
gaining of the kind intended by the 
public and has substituted in its stead 
the dictated, inflationary, and debili- 
tating settlements we have become ac- 
customed to. 

The companion opportunity given 
under both the Wagner and Taft-Hart- 
ley Acts enables union officials to re- 
quire compulsory financial support 
from jobholders. The huge funds 
forthcoming from this source are ex- 
pendable on economic and political 
projects selected by union officials with 
little or no supervision or recourse by 
the rank and file. This flood of easy in- 
come, exempt from member control, 
is the basic source of the political pow- 
er of union officials. They can and do 
use the pressures of money and man- 
power directly on government. And 
they use that power indirectly on gov- 
ernment by teaching the electors their 
particular view of economics and pub- 
lic issues, which urges deficit spending 
and more and more concentration of 
activities ia Washington. 

Another facet of the problem of 
union power is the violence which 
union officials are privileged to employ 
both legally and illegally. Violence— 
whether real or only threatened—has 
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become a powerful force in imple- 
menting the power exercised by union 
leaders over the persons and savings of 
workers, employers, consumers, gov- 
ernment officials, and the public in 
general. Every citizen should feel a 
deep sense of shame in the presence of 
violence, whether actual or threatened 
—a condition so alien to our funda- 
mental beliefs. And, as most of us who 
are engaged in collective bargaining 
well know—but so few of the public 
know—the threat of privileged vio- 
lence is what lends an appearance of 
peace to so many labor disputes. 


Gaining Public Understanding 
Sympathetic public understanding 
of the need for political activity by 
businessmen will depend on the in- 
tegrity of our actual efforts and on the 
degree to which we managers are will- 
ing to speak out and make known our 
positions on vital public issues. For in- 
creasingly we need to emphasize that 
leadership and trust will go to those 
who can offer convincing, workable 
solutions to the nation’s problems. 
It would be easier, of course, to let 
things drift; but if we do, the essence 
of democracy will be lost. To make 
certain that the years ahead are ones in 
which business can effectively serve, 
profit, and grow in the public interest, 
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we need to face up to the pressures I 
have touched upon here, and to call 
public officials to account whenever 
they press for their own political in- 
terests contrary to the welfare of the 
governed. 

Altogether, then, how far our hopes 
of the Sixties will be fulfilled depends 
largely on how successful we are in 
securing understanding on the part 
both of the public and of business, and 
especially the understanding of em- 
ployees. In fact, employees, acting in 
their own interests, will ultimately be 
the force that will bring about the cor- 
rections that are needed. The impor- 
tant job of employee relations in the 
decade ahead, then, is to insure the 
right kind of communications and 
education and to keep before responsi- 
ble management a continuing aware- 
ness of their vital importance. 

The goal of broader understanding 
will not come easily. The achievement 
of economic growth in the years ahead 
will require new degrees of coopera- 
tion among management, employees, 
and the public. Above all it will de- 
mand that we in management exhibit 
a large measure of moral courage and 
political insight. If we exercise these, 
the promise of the future for business 
and the nation as a whole is un- 


bounded. 


Wage Settlements—January-March, 1960 


Contracts settled in the first quarter of 1960 show approximately the same wage 
patterns as those settled in the last quarter of 1959, according to a report in Collective 
Bargaining Negotiations and Contracts. The median increase in the more recent 
group was 8.2 cents, a drop of 0.1 cent from the median in the earlier group. Wage 
boosts of ten cents or more were found in 40 per cent of the 1960 settlements. Fringe 
benefits showed about the same frequency in both quarters, but the percentage of 
contracts providing deferred increases rose. 
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Tue essence of management is the 
right and responsibility to make deci- 
sions and to act accordingly—some- 
times referred to as the right of ad- 
ministrative initiative. This is the 
means whereby management is able to 
exercise such interrelated rights as: 


> The right to secure its competitive 
market position. 

> The right to realize its investment by 
trying to produce a profit. 

> The right to determine the methods of 
production, distribution, and sales. 

> The right to direct the workforce. 

> The right to acquire and dispose of 
property and equipment. 

> The right to seek additional investment. 
© The right to determine the sale price 
of its products. 


Where did these management pre- 
rogatives come from? The prevailing 


view today traces them back to com- 
mon law, which recognized a property 
owner’s right to use and dispose of 
his property long before the advent of 
collectively bargained labor contracts. 
But the source of management rights 
is less pertinent to my theme here than 
the various means whereby these rights 
have been steadily eroded away. 

Legislation, for example, has im- 
posed many restrictions on manage- 
ment rights. Thus, the Railway Labor 
Act and the National Labor Relations 
Act have afforded employees the right 
to organize and have imposed upon 
employers the duty to bargain collec- 
tively with employee representatives. 
Not only are these statutes restrictions 
in themselves on management rights 
—they also provide the means where- 
by other encroachments can be effec- 
tively made. 

We have only to look behind us to 
see how unions, with approval of the 
National Labor Relations Board and 
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the courts, have expanded the area of 
collective bargaining—originally de- 
fined by Federal law as covering 
“wages, hours, and other terms and 
conditions of employment”—to in- 
clude such additional items as pensions 
and insurance. This expansion has, of 
course, been at the expense of tradi- 
tional management responsibilities. 

Considerable managerial discretion 
has undoubtedly been lost also 
through the incorporation of mutual 
agreement clauses in labor contracts. 
Some of these clauses are the conse- 
quence of inept bargaining by em- 
ployers; others have resulted from 
management’s pursuit of the elusive 
panacea of union-management co- 
operation. Restrictive contract provi- 
sions have arisen also in situations 
where the union’s power far out- 
weighed that of the employer. 

Labor arbitration offers yet another 
means whereby management rights 
can be dissipated. This follows from 
the simple fact that, if a dispute is ar- 
bitrable, i.e., subject to final determina- 
tion by a third party, a decision 
against the company means that a prior 
determination by management has 
been reversed. And even where the 
company’s position is upheld, the fact 
still remains that management’s judg- 
ment has been subject to review by an 
outsider. 

The scope of the third party’s review 
of management determinations is 
broadened by the attitude of the par- 
ties toward their labor agreement. 
Management looks upon the labor 
contract as a line of defense against 
further encroachment on its preroga- 
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tives by the union. On the other hand, 
the union views the contract as a 
springboard or opening wedge toward 
a further reduction of management 
rights. Thus, in the sense of enlarging 
the opportunity to exercise its judg- 
ment, management cannot win in ar- 
bitration; it can merely retain those 
rights which it believes it already pos- 
sesses. On the other hand, the union 
cannot lose, and may even win some 
territory occupied by management. 


The Contract—A Positive Benefit? 

Some people will quarrel with this 
view of a labor contract. They will 
contend that the contract and the man- 
ner in which it is administered pro- 
vide the best road to labor-manage- 
ment cooperation and that this is to 
the company’s benefit. Thus, they be- 
lieve that management obtains some- 
thing positive in a labor agreement, 
which it would not otherwise get. I do 
not subscribe to this belief. Coopera- 
tive efforts by the employer and em- 
ployees are a necessity at every plant. 
The presence of a collective bargain- 
ing representative merely introduces 
another party into an already complex 
situation requiring the accommoda- 
tion of varying interests. 

While the employer at a unionized 
plant may “gain” a no-strike commit- 
ment from the union in return for 
an arbitration clause, has he really 
gained anything tangible in compari- 
son with an employer whose work- 
ers are not organized? The record of 
wildcat strikes at organized locations 
surely upholds my contention that the 
answer is “No.” 
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Admittedly—at all events, so far as 
my experience goes—most arbitration 
disputes are decided in favor of the 
company; that it to say, the company’s 
judgment is upheld. No doubt the 
“won-lost” box score could be inter- 
preted as meaning that arbitration has 
not in fact restricted managerial judg- 
ment. Yet companies do lose cases. At 
best, I suppose, we might say that 
compared with restrictive legislation, 
arbitration is responsible for a creep- 
ing rather than a running diminution 
of management prerogatives. 

From these comments it will be de- 
duced that I have no great enthusi- 
asm for labor arbitration per se. And 
assuming that I am not alone in this 
view, it may well be asked why labor 
arbitration is found in well over 90 per 
cent of labor contracts in the United 
States. This almost universal accept- 
ance is not a freak circumstance. It 
rests partly on the fact that arbitration 
does have some virtues and partly on 
the fact that the alternatives to arbitra- 
tion have some serious defects. Funda- 
mentally, the prevalence of the arbi- 
tration clause in union contracts can 
be ascribed to a variety of reasons: 

1. The belief that grievances arising 
during the term of the contract in- 
volve questions of considerably less 
importance to the parties than those 
thrashed out in actual contract nego- 
tiations. Since the issues are believed 
to be comparatively minor, arbitration 
appears a relatively easy and painless 
way of determining whether or not 
the contract has been violated. 

2. Management’s desire to establish 
a stable and workable relationship 


with the union to assure continuity of 
production during the term of the 
contract. This is reinforced by the 
union’s awareness of the losses suf- 
fered by employees in the event of a 
strike. Both parties are presumably 
motivated also by a realization that it 
is in the public interest to avoid work 
stoppages. 

3. Previous experience with com- 
mercial arbitration. The generally 
favorable reaction to commercial arbi- 
tration, which also involved interpre- 
tation of contracts, undoubtedly 
spurred acceptance of arbitration in the 
labor-management sphere. 

4. The influence of pattern bargain- 
ing. 


Main Objections to Arbitration 

Aside from the objection that it in- 
volves the substitution of a third 
party’s judgment for that of manage- 
ment, arbitration has been strongly 
criticized for its overemphasis on le- 
galism. Arbitrators are said to be 
prone to the excessive citation of other 
arbitration decisions in writing awards 
for the cases immediately before them. 
Too much emphasis is placed, it has 
been argued, on the precedential value 
of other determinations. The increas- 
ing use of lawyers as arbitrators and 
as the parties’ advocates in the arbitra- 
tion proceedings has also come under 
fire. (Associated with this employ- 
ment of lawyers are some of the for- 
mal accouterments of the courtroom, 
such as adherence to legal rules of 
evidence and the use of briefs and 
transcripts.) 

Another serious criticism is the ex- 
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cessive time lag between the date of 
the hearing and the date of the award. 
It is realized, of course, that there must 
be a reasonable time interval to permit 
the arbitrator or panel chairman to 
weigh the dispute and submit his 
award. But the consequences of delay 
will vary according to the nature of 
the dispute and may sometimes be 
highly disturbing. In a dispute involv- 
ing the proper rate of pay for hours 
worked, for instance, the customary 
principle of retroactivity to the time of 
filing the grievance will usually pro- 
tect the grievant in the event of delay, 
and the company will suffer no more 
than uncertainty about its precise fi- 
nancial liability. But where seniority 
or qualifications is the prime issue, a 
delayed award in favor of the grievant 
can cause the company—and other 
employees—serious inconvenience in 
the reshuffle of jobs that have been 
filled since the inception of the griev- 
ance. In any event, regardless of the 
nature of the grievance, delay can 
breed employee and union unrest. 

A further common criticism, par- 
ticularly from unions, is that the cost 
of arbitration is excessive. (This re- 
mark should not be interpreted as 
meaning that companies are not cost 
conscious in this area also. Most em- 
ployers, I think, are concerned about 
the expense of administering the en- 
tire grievance procedure.) 

All in all, the various criticisms I 
have enumerated above seem to indi- 
cate that arbitration in practice has not 
lived up to the informality, speed, and 
economy expected of it. It is difficult, 
though, to say how valid these com- 
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plaints really are. One suspects that 
because of an unfortunate experience 
in a few arbitration cases, the injured 
party is quick to generalize, and that 
these generalizations may not be reli- 
able. In any case, it must be remem- 
bered that the parties are torn between 
two poles in the procedural phase of 
arbitration. On the one hand they 
want speed, informality, and economy. 
Yet, at the same time, they want to be 
able to make a thorough presentation 
of the dispute to the arbitrator. In 
most situations they also want the 
arbitrator to act in a judicial capacity 
rather than as a legislator or mediator. 
They want the hearing to be conduct- 
ed systematically to free it of irrelevant 
matters, and they want the assurance 
that the arbitrator will make a consid- 
ered decision. All these desires encour- 
age legalism, formality, and the em- 
ployment of lawyers. 


Are the Objections Valid? 

Let’s take a look, for example, at the 
complaint about the excessive stress 
on precedents set by other arbitration 
awards, Criticism can be legitimately 
directed at the use of “imported” 
awards in which no close degree of 
factual kinship to the immediate dis- 
pute is apparent. However, paying 
heed to past awards and grievance set- 
tlements within the company seems 
inevitable if there is to be any stability 
in the meaning and administration of 
the contract. If precedent were not ob- 
served to some degree, the same situa- 
tions would repeatedly be referred to 
the top of the grievance procedure and 
to arbitration. The root of the problem 
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here is the conflict between two nor- 
mal desires, the desire for stability and 
the desire for flexibility—a conflict that 
is common to many activities besides 
arbitration and the administration of 
labor agreements. 

I am not convinced, either, that the 
complaint about the excessive costs of 
arbitration or arbitrators is justified. 
From the company’s point of view, 
though the cost of arbitration proceed- 
ings is substantial, it is only part of the 
much more substantial sum required 
to administer the labor agreement. 
And actually, the parties have consid- 
erable control over the cost of arbitrat- 
ing. They select an arbitrator whose 
fee is or can be known in advance; 
they are responsible for screening 
grievances; they exercise considerable 
control over the number of cases re- 
ferred to an arbitrator at any one hear- 
ing; and they are responsible for the 
manner in which each case is present- 
ed to the arbitrator. Also, where cost 
is an item to be taken into account, it 
serves the useful purpose of acting as a 
deterrent to frivolous resort to arbi- 
tration. 


The Problem of Delay 

As for the question of delay, this in 
part is merely the consequence of the 
old law of supply and demand. I am 
not accusing arbitrators of perpetrating 
a monopoly. It is the customers who 
do so through their insistence, natural 
though it may be, upon “name” arbi- 
trators, with the result that the “name” 
people are swamped with cases. The 
customers must take the first step to 
break the monopoly they themselves 


have created, by widening their search 
for arbitrators. This, it must be admit- 
ted, is easier said than done—few of 
us want to flirt with the unknown. 
Also, how can new arbitrators be 
trained so long as the parties to arbi- 
tration hesitate to take a chance on a 
“nobody”? Companies that prefer ad 
hoc arbitration have a more acute 
problem here, of course, than those 
that follow the permanent-arbitrator 
approach, 

Another frequently voiced criticism 
is that both companies and unions 
have fallen victims through arbitration 
to experts who profess to know more 
about the administration of the labor 
agreement than the parties themselves. 
Some critics have gone so far as to as- 
sert that arbitrators have made them- 
selves more important than the arbi- 
tration process they serve. I take no 
stock in this as a criticism of arbitra- 
tors in general. This complaint may 
have been inspired by individual deci- 
sions in which the arbitrator with a 
passion for self-expression has said too 
much. 

It has also been argued that the very 
possibility of arbitration weakens the 
parties’ sense of their responsibility to 
resolve disputes directly. Undoubted- 
ly, arbitration is best when used spar- 
ingly. It serves a useful purpose by 
providing a method of resolving differ- 
ences of opinion about the interpreta- 
tion of the contract after thorough, 
good-faith review in the grievance 
procedure has failed. But if the parties 
lose confidence in their ability to settle 
their differences directly or if they de- 
liberately avoid their responsibilities in 
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the grievance procedure, they thereby 
push the starter button of an arbitra- 
tion mill. And thereafter the mill feeds 
upon itself. The more the arbitration 
clause is exercised, the more futile be- 
comes the review in the actual griev- 
ance procedure, and the more the 
backlog of arbitration cases swells. 

When this occurs, it is a disturbing 
development in labor-management re- 
lations. It is not easy to correct the 
mental attitudes of the people who ad- 
minister the contract or to alter the in- 
grown philosophies of the company 
and union organizations toward the 
settlement of disputes. 


Virtues of Arbitration 

Arbitration nevertheless has its vir- 
tues, as will be readily apparent when 
it is compared with alternative means 
of settling disputes over the interpre- 
tation of the contract. There are basi- 
cally two other methods of resolving 
such disputes: one is by testing each 
party’s economic endurance in a strike 
(of course, before strike action is tak- 
en, the parties may attempt to settle 
the dispute through negotiation, aided 
by outside mediators if the parties so 
desire); the other is by litigation. 

As regards the first alternative, in 
general it may be accepted that both 
the company and the union want to 
avoid strikes. Apart from a humane 
desire to provide jobs for its people, 
the company wants assurance of con- 
tinuity of production so that it can se- 
cure or enhance its market position; 
and for its part, the union does not 
want the onus of depriving employees 
of their livelihood. To this generaliza- 
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tion there are exceptions, however. 
The union’s no-strike commitment 
is usually given in exchange for the 
company’s commitment to permit ar- 
bitration of disputes arising from in- 
terpretation of the contract. Hence, the 
company must weigh the anticipated 
value of the assurance of continuity of 
production against the possible loss 
should management decisions be re- 
versed in arbitration. On the whole, 
management has taken the view that 
the balance favors continuity of pro- 
duction. 

Yet, there are sectors of the employ- 
ment relationship where many compa- 
nies will not commit themselves in 
advance to arbitration, despite the fact 
that the union’s no-strike assurance is 
reduced correspondingly. For exam- 
ple, many companies will not agree in 
a labor contract to permit arbitration 
of grievances involving production 
standards, except with the company’s 
approval on a case-by-case basis. This 
reflects the company’s attitude that the 
setting of production standards is too 
fundamental to permit a blanket com- 
mitment to arbitrate disputes of this 
nature. Thus, the company is saying 
that it prefers to risk a strike rather 
than the reversal of a management de- 
cision in this area by an arbitrator. 
Unions, too, may have some hesitation 
about a blanket precommitment to re- 
fer unsettled grievances to a third 
party for determination. 

Indeed, it is quite possible that nei- 
ther the company nor the union is 
wholly satisfied with the guid pro quo 
where the labor agreement contains 
an arbitration clause and a no-strike 
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clause. There are times, particularly 
when a large number of disputes have 
been referred to arbitration, when the 
company may feel it would fare better 
if the union had to strike to try to 
compel acceptance of the union’s in- 
terpretation of the contract. Undoubt- 
edly, there are also occasions when the 
union has a similar opinion. However, 
there are several deterrents to any gen- 
eral abolition of arbitration clauses 
coupled with no-strike commitments: 

1. The belief that disputes over the 
interpretation of the labor contract do 
not involve matters so fundamental as 
to justify economic warfare as the ulti- 
mate means of settlement. 

2. Doubt as to the effectiveness of 
the strike weapon. The amount of ac- 
tual economic force behind the threat 
of a strike varies widely. Depending 
upon such factors as general economic 
conditions, seasonality of sales, and the 
availability of alternative production 
facilities, there are times when such a 
threat would be an economic club. At 
others it might be a mere wand. Since 
it is not a sure-fire weapon, the union 
is willing, therefore, to shelve the right 
to strike until there are issues between 
the parties more fundamental than 
contract interpretation. And the com- 
pany, lacking any guarantee that dis- 
putes over its decisions would occur 
only when a strike threat would have 
no sting, is equally agreeable to a ban 
on strikes. 

3. The force of public opinion. The 
nation has experienced many years of 
relative freedom from strikes over dif- 
ferences in the interpretation of labor 
agreements. The substitution of arbi- 





tration for the strike weapon is pri- 
marily responsible. Public opinion, 
whether generated by a real or an 
imaginary fear of widespread stop- 
pages, would not permit companies 
and unions generally to abandon arbi- 
tration clauses and no-strike clauses. 
If such a movement developed, we 
should soon have legislation to impose 
arbitration and to prohibit strikes over 
interpretative disputes. 


Is Litigation a Practical Alternative? 

As for litigation, it just isn’t a prac- 
tical alternative to arbitration. Imper- 
fect though it may be, arbitration is 
nevertheless speedier, far less formal, 
and less expensive than resort to the 
courts. Further, litigation is equally 
open to the objection that it would 
involve the review of management’s 
judgment by a third party—with the 
additional disadvantage that the parties 
would lose the right to select this third 
party, which they now possess in arbi- 
tration. 

Another serious drawback of litiga- 
tion is that the regular judiciary would 
not be readily conversant with the 
problems of management and unions. 
It might be possible, of course, to es- 
tablish special tribunals to rule on dis- 
putes arising from the interpretation 
of labor agreements and to staff those 
courts with “experts” in labor-manage- 
ment relations. But whatever the court, 
it is difficult to visualize a judge’s visit- 
ing a plant to inspect a particular job in 
dispute, as an arbitrator often does 
and in any case should do. 

Court decisions would also have a 
much broader precedential effect than 
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decisions reached through arbitration. 
Another discouraging factor is the 
considerable suspicion, whether justi- 
fied or not, that unions still have of the 
courts. I am not sure how well found- 
ed this observation is, but it is my im- 
pression that a continuing rancor be- 
tween the parties is more likely to be a 
product of the courtroom than of an 
arbitration hearing. In any event, an 
inspection of the litigation route indi- 
cates that there is no good reason to 
increase the burden of our existing 
court system or to create another spe- 
cial tribunal at the taxpayers’ ex- 
pense to settle disputes now handled 
through arbitration. What would be 
the sense of making a “Federal case” 
over a question about the company’s 
assignment of four hours’ overtime to 
Joe Doakes, when arbitration pro- 


vides a suitable forum for disputes of 


this kind? 


Arbitration as a Face-Saver 

One other merit of the arbitration 
process worth noting here is that it 
can serve as a face-saver, on occasion. 
There are situations where union 
leadership, while privately acknowl- 
edging the propriety of a management 
decision under the labor contract, can- 
not accept that decision publicly and 
directly without committing suicide, 
politically speaking. Here, arbitration 
provides an “out” to the union lead- 
ers. Management, too, may need a 
face-saver occasionally in settling 
grievances. For tactical reasons the 
company may wish to avoid a direct 
concession to the union, preferring to 
abide by an adverse award in arbitra- 
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tion. Though litigation could perhaps 
accomplish the same purpose, arbitra- 
tion appears to be a more accessible 
and easier method of doing so. 

In sum, while it is difficult to be en- 
thusiastic about a process that replaces 
management's judgment by the judg- 
ment of an outsider who, however, 
high his standards, has no responsi- 
bility for the successful conduct of the 
business, it must be recognized that 
arbitration is a more satisfactory al- 
ternative than economic warfare or lit- 
igation as a means of settling disputes 
arising from different interpretations 
of the labor contract. This being 
granted, we should try to make arbi- 
tration a better instrument than it has 
proved thus far. The parties who in- 
corporate arbitration in their labor 
agreement have this obligation. For 
while the effectiveness of arbitration 
depends, of course, in no small meas- 
ure on the individuals selected as ar- 
bitrators, it also depends upon the 
parties themselves. 

Analysis of arbitration experience 
shows that its deficiencies vary from 
company to company. The general 
concern about excessive legalism and 
delay would seem to indicate that some 
remedial action is necessary on both 
these counts. But in trying to cut down 
on formalism and delay, the parties 
must not go to the other extreme. 
There is still the need for them to pre- 
pare their cases thoroughly, to present 
their respective positions at an orderly 
meeting conducted by the arbitrator, 
and to insure that he makes a careful 
review of all the facts in the case. 

Nor is management bound to em- 





THE PROS AND CONS OP LABOR ARBITRATION 35 


ploy lawyers to present its case. Be- 
cause of their training, lawyers are ob- 
vious candidates, but they have no 
monopoly of the qualifications neces- 
sary to represent a party in arbitration. 
As a matter of fact, excessive formal- 
ism may well be the fault of the ar- 
bitrator rather than the advocates. But 
if the arbitrator selected in a particular 
case runs the hearing in too formal a 
fashion, there is no necessity to use 
him again. 

Undoubtedly, the arbitration case 
load could be reduced by more care- 
ful screening of grievances by the par- 
ties, by the use of more unequivocal 
contract language, and by an increase 
in the number of trained arbitrators. 


Unfortunately, while more careful 
screening is certainly possible, the po- 
litical problems of union leadership 
preclude any marked reduction in this 
direction. More unequivocal language 
is possible, too, but the scope of our 
contracts is becoming more complex. 
If companies, unions, and arbitrators 
really are vexed by delays in arbitra- 
tion, the obvious and most practical 
remedy is for all concerned to take 
steps to encourage the training of more 
arbitrators. The arbitrator’s job is one 
that is learned by doing. Perhaps we 
have now reached the point where an 
apprentice training program for labor 
arbitrators offers the most hopeful 
solution. 


Corporate Retirement Policies: Major Overhaul Coming? 


SiGNs THAT traditional retirement policies will be considerably modified in the decade 
ahead are forthcoming from a recent survey of retirement practices in 30 U. S. 
corporations by /ndustrial Relations News. Some of the companies surveyed have 
already stretched their mandatory retirement age from 65 to 68, while one-quarter of 
those queried reported varying their policies according to circumstances. Another 
25 per cent said that they make frequent exceptions to the customary retirement age. 

Main reason for the marked trend toward greater flexibility is the expected decline 
in the number of employees in the 35-44 age group over the next ten years—a shortage 
that, as Secretary of Labor James P. Mitchell recently stressed, will require a major 
overhaul in the employment policies of many businesses. Employers who do not 
abandon policies against workers because of their age, the Secretary warned, may 
have real trouble in finding enough workers in the decade ahead. 

Among the companies participating in the IRN survey, there was general agreement 
that older employees would have to be used to take up the slack. 

In determining whether an older employee should be retained past the normal re- 
tirement age of 65, most of the surveyed companies base their decisions on job per- 
formance. One company requires department heads to fill in questionnaires periodi- 
cally on all employees aged 64 or older. The questions with which the employer is 
mainly concerned are: (1) Is the worker performing his job well? (2) Is he absent 
much? (3) Do you recommend his retention? An employee who satisfactorily meets 
these criteria may remain with the company up to the age of 70. 
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J op EvaLuation has come a long way 
since the pioneering work of Lott and 
Benge in the mid-1920’s. Today, its 
application to manual and clerical 
jobs is so widespread as to be common- 
place. And though carelessness or poor 
maintenance still causes some plans to 
fail, on the whole, it is generally agreed 
that job evaluation has amply proved 
itself at this level. 

But higher up the scale, the record 
is less reassuring. Though lower-level 
supervisory jobs are sometimes covered 
by clerical plans, managerial, sales, 
and professional positions are seldom 
formally evaluated, even in companies 
where the evaluation of manual or 
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clerical jobs,or both, has long been 
an accepted practice. 

Why does industry tolerate this 
anomalous situation? Surely the es- 
tablishment of a fair and equitable 
compensation structure is no less im- 
portant in the case of management jobs 
than it is for any other kind of job. 
And certainly, the salary inequities 
likely to arise through the lack of a 
systematic method of evaluating man- 
agement jobs must be regarded as at 
least as upsetting as inequities at lower 
levels in the organization. 

Actually, there are a number of rea- 
sons for the anomaly. Among the most 
important: 

PHigher-level jobs range more broadly 

in duties and responsibilities than do 

manual or clerical jobs. This worries 
many executives. They cannot see how 
any evaluation plan can cope with such 


breadth and variety. 
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>There is a widespread feeling that, at 
higher levels, “the man makes the job.” 
Those who subscribe to this view obvious- 
ly are not interested in evaluating the job. 
PHigher-level jobs are politically “sensi- 
tive.” Unless strongly supported—even 
urged—by top management, plans to 
evaluate such jobs are not likely to be 
pressed by staff people. 

Failures, or rumors of failures, of high- 
er-level plans have exerted a restraining 
influence on their adoption. These failures 
have generally been taken as evidence that 
exempt job evaluation does not work. 
Actually, what they more often indicate is 
merely an inept approach to the problem. 
The most common mistake here is the 
attempt to “stretch” clerical or manual 
plans upward. When such misdirected ef- 
forts fail, the blame is put on the plan 
instead of on the bad judgment that led to 
the wrong plan having been selected in 
the first place. 


For whatever reason, however, the 


fact remains that the evaluation of 
exempt jobs is still in its infancy to- 
day, compared with the use of job 
evaluation at the manual and clerical 
level. As a result, the base salaries of 
exempt employees have tended to in- 
crease at substantially slower rates 
than have those of manual and clerical 
workers. Further, in many cases ex- 
empt employees suffer from types of 
salary inequities that managements 
have long since stopped tolerating at 
lower levels. 

The most publicized examples of 
these inequities are, of course, in the 
engineering field. As is well known, 
newly hired college graduates often 
come into companies at rates as high 
as, or even higher than, those paid to 
engineers who have been on the job 
for many years. But this state of affairs 


is by no means confined to engineering 
jobs. In many companies, similar prob- 
lems exist in all departments or divi- 
sions—all arising from hit-or-miss com- 
pensation policies and practices. 

This situation is all the more regret- 
table because it is quite unnecessary. 
There is no need for salary adminis- 
tration to be hit-or-miss. Management 
jobs can be evaluated just as readily 
and successfully as can manual or cler- 
ical jobs. There have been enough suc- 
cesses to bear this out. 


A Combined Approach 

Further, no new magic formula is 
needed. Properly designed and used, 
both point and factor-comparison sys- 
tems of evaluation will yield good re- 
sults. And, just as has been true at 
the lower levels, even better results can 
often be achieved by using a combina- 
tion of both the point and the factor- 
comparison concepts. 

The advantage of combining these 
two systems is that the user benefits 
from the strengths of each. The point 
system eliminates much of the frustra- 
tion and confusion that would other- 
wise be encountered during the early 
stages of the evaluation process. The 
evaluation committee has before it rea- 
sonably well-defined factors and de- 
grees, with corresponding point values. 
Thus, it can retain a greater sense of 
direction and confidence as it struggles 
through the arduous task of evaluating 
the first group of key jobs or “bench 
marks.” 

Once the bench marks have been es- 
tablished, then the strengths of factor 
comparison come into play. The bench- 
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mark jobs become useful guides for 
lining up all the remaining jobs in re- 
lation to one another. 


The Requirements for Success 

A job-evaluation plan for exempt po- 
sitions that has been successfully ap- 
plied by our organization to widely 
varying groups of supervisory, profes- 
sional, administrative, and executive 
personnel is the Function Analysis 
Plan developed by my colleague, Rich- 
ard C. Smyth. This plan is based on 
the premise that job evaluation at the 
exempt level must meet the following 
basic requirements: 

1. The plan must be fundamentally 
straightforward and understandable. 
The tricky, abstruse plans are the ones 
that usually run into the most trouble. 
Job evaluation is merely an orderly ap- 
proach to the pooling of human judg- 
ments. When those who do the judging 
do not understand the yardsticks they 
are given to use, they can hardly be 
blamed for ending up with poor re- 
sults. 

2. The plan should be a combination 
of both the point and factor-compari- 
son systems. 

3. The factors used should measure 
functions of the work performed at the 
exempt job levels and not merely per- 
sonal characteristics, as is the case with 
most manual and clerical job-evalua- 
tion plans. 

4. The weightings assigned to fac- 
tors should be derived from research in 
actual working situations. Again, it is 
dangerous to borrow from existing 
manual or clerical plans. 

5. The design of the plan must pro- 
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vide a mechanism for interrelating the 
principal dimensions of each factor. It 
is the lack of such a mechanism that 
accounts for the inability of some plans 
to cope with the complexities of higher- 
level positions. 

The key requirement is, of course, to 
select factors that are really important. 
Obvious though this may be, it is a 
consideration that is very often over- 
looked. As I have already pointed out, 
the most common mistake is to borrow 
the factors that have proved significant 
at lower levels—education, experience, 
job hazards, working conditions, physi- 
cal effort, mental effort, and so on. 
Most of these have the appeal of old, 
familiar friends. Their only drawback 
is that they do not measure significant 
differences among exempt or manage- 
ment jobs. 

Even a cursory study of the require- 
ments of supervisory, administrative, 
sales, professional, and executive jobs 
will reveal that factors such as those 
listed above are either too vague, too 
narrow, or not applicable. Factors like- 
ly to be more appropriate can be found, 
however, in the management literature, 
where managerial work has been fre- 
quently analyzed in terms of such re- 
sponsibilities as planning, controlling, 
organizing, motivating, administering, 
achieving profitable operation, and so 
on.* 

But even with the wealth of lists to 
be found in the literature or perhaps 
because of them, it is not easy to arrive 
at precisely the factors that will be most 


*For a convenient summary of management 
functions, see L. A. Allen, Management and 
Organization, McGraw-Hill Book Co., Inc., New 
York, 1958, pp. 3-23. 
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productive of good results in evalu- 
ating exempt jobs. Certainly, some- 
thing more is required than merely to 
select the most frequently mentioned 
functions. Actually, the functional dif- 
ferences among jobs must be taken into 
account. 

Further, once the general character 
and level of the appropriate factors 
have been determined, considerable 
trial-and-error research is necessary to 
establish precisely which ones will 
work out best in practice. This process 
may take several years, as we found 
in developing our Function Analysis 
Plan. It may and, in fact, almost cer- 
tainly will yield a final listing that has 
an individuality of its own, different 
from any of the listings of “classic” 
management functions that were the 
starting point. This is to be expected 
where an empirical approach is used. 
What is left is what works. 

To illustrate, here are the seven func- 
tions finally selected for the Function 
Analysis Plan as the optimum number 
of important and readily measurable 
factors in evaluating management jobs. 

1. Responsibility for planning. This 
factor appraises the responsibility of 
the position for planning ahead. The 
relative scope and significance of the 
work planned is considered and also 
the time span covered by the majority 
of the plans. 

2. Responsibility for knowledge 
and continuing study. This factor ap- 
praises the knowledge that is required 
as general background to perform the 
position satisfactorily, and the func- 
tional requirement of the position for 
studying and keeping abreast of de- 


velopments in a general, technical, or 
professional field of endeavor. 

3. Responsibility for creative work. 
This factor appraises the responsibility 
of the position for performing creative 
work, i.e., conceiving, developing, and 
perfecting procedures, processes, de- 
signs, products, equipment, methods, 
programs, and so on. The complexity 
of the work is considered, and also the 
type of creative work performed. 

4. Responsibility for contacts with 
other employees of the organization. 
This factor appraises the extent to 
which the position requires coopera- 
tion, tact, and good judgment in meet- 
ing, dealing with, or influencing other 
employees, whether by telephone, cor- 
respondence, or personal contact. 

5. Responsibility for contacts with 
persons not employed by the organ- 
ization. This factor appraises the ex- 
tent to which the position requires co- 
operation, tact, and good judgment 
in meeting, dealing with, or in- 
fluencing people outside the organ- 
ization, whether by telephone, corre- 
spondence, or personal contact. 

6. Responsibility for administra- 
tion. This factor appraises the responsi- 
bility of the position for achieving ad- 
ministrative results through the super- 
vision, coordination, and direction of 
personnel. The size of the organiza- 
tional components administered in 
terms of the normal number of em- 
ployees involved is considered. Also 
considered is the authority exercised in 
such matters as hiring, firing, rep- 
rimanding and disciplining, training, 
making work assignments, promoting, 
transferring, demoting, creating jobs, 
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changing jobs, eliminating jobs, reduc- 
ing the workforce, and increasing the 
workforce. 

7. Influence on the progress of the 
organization. This factor appraises the 
potential beneficial or detrimental ef- 
fect the position could have on the 
economic progress of the company 
through the performance of the job. 
The position’s potential for creating 
profits, as well as its potential for 
creating or preventing losses, is con- 
sidered here. 


Design of the Plan 

Once the factors have been selected, 
careful attention must be given to the 
range of jobs to be covered. This means 
that the degrees and their definitions 
must be ample enough to cover the 
full variety of jobs involved, and the 
full range from high to low. In actual 
practice, however, this can be done 
with reasonable facility. In fact, we 
have been able to apply the Function 
Analysis Plan in a span of management 
positions in the same company, rang- 
ing from assistant foreman and junior 
engineer up to, and including, the chief 
executive. 

One important fact to be borne in 
mind, however, is that a key character- 
istic of management jobs is the com- 
plex of relationships involved in each 
factor. Thus, in considering the plan- 
ning factor we have to take into ac- 
count not only the significance of the 
work planned but also the time span 
covered by the plan in question. Simi- 
larly, in appraising responsibility for 
administration, we must consider not 
only the extent of the authority in- 
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volved but also the number of employ- 
ees over whom this authority is directly 
or indirectly exercised. 

This same two-dimensional char- 
acter can be discerned in all seven of 
the basic Function-Analysis factors out- 
lined above. One way to take account 
of it would be simply to set up separate 
linear scales for each dimension. But 
the disadvantage of this solution is that 
the essential relatedness of each pair of 
dimensions is lost. Another, more com- 
mon, approach is simply to write a 
factor description that encompasses 
both dimensions and ask the evalu- 
ators to consider both at the same time. 
But this tends to make the plan confus- 
ing to those who have to use it. (The 
confusion, incidentally, appears to in- 
crease in geometric proportion as the 
number of items or traits to be con- 
sidered simultaneously increases in 
arithmetic proportion.) 

A more effective solution is to use a 
two-dimensional grid, such as is shown 
in Figures 1 and 2. With this approach, 
one of the factor’s two dimensions is 
set up on the horizontal axis of a sim- 
ple point “matrix,” and the other on 
the vertical axis. Thus, while each di- 
mension can still be considered sepa- 
rately, at the same time there is pro- 
vision for relating the two. Significant 
yet subtle differences among manage- 
ment positions can thus be pinpointed. 

Figure 1 shows the two-dimensional 
grid used in the Function Analysis 
Plan for Factor I (Responsibility for 
Planning). Here, as will be seen, 
time span. is set off against the scope 
and significance of the work planned. 
Actually, in normal evaluation prac- 
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tice, the points would not be shown 
on the matrix, since they might dis- 
tract the evaluators. They are shown 
here only to make the illustration more 
informative. It should also be noted, by 
the way, that the point values shown 
were developed for a specific client and 
are not necessarily generally applicable. 

Figure 2 shows another two-dimen- 
sional grid—in this case, for the factor, 
Responsibility for Creative Work. 
(Again it is important to note that 
the numerical values in the chart are 
not necessarily generally transferable.) 

Perhaps it should also be emphasized 
here that the number of degrees used 
for each factor in the plan will vary 
according to the range and extent of 
the positions to be covered. The larger 
the company, the greater the number 
of positions, and the. wider their range, 
the greater will be the number of de- 
grees needed for each factor to single 
out significant differences among the 
positions being evaluated. 


Similarly, the point values assigned 
to each factor will vary according to 
the nature of the industry and the po- 
sitions studied. Thus, in some com- 
panies, “creativity” might be given a 
relatively higher weighting than is 
normally the case. In others, the em- 
phasis may be on knowledge, or out- 
side contacts, perhaps. 

The point value for each position, 
on each factor, is of course found where 
the selected degrees for the factor in 
question intersect on the grid. The to- 
tal point value of the position is then 
determined by adding together the 
point values obtained on each factor. 

Thus, within its general conceptual 
framework, the Function Analysis 
Plan is flexible enough to be applicable 
to many different kinds of company 
situations. Such, at all events, has been 
our experience in installing the plan 
for many varying types of manage- 
ment groups, ranging in size from as 
few as 30 to over 1,000 positions. 


Trends in Vacation Policies 


LONGER VACATIONS, greater acceptance of split vacations, and the extension of vacation 
periods over the entire year are among the trends uncovered in a recent Dartnell 
Corporation survey of 300 U.S. and Canadian companies. The practice of shutting 
down the entire plant for a general vacation period appears to be on the wane, the 
survey found. Only 23 per cent of the companies queried plan a shutdown period for 
1960, as compared with 43 per cent of those participating in a similar study in 1954. 

Changing American vacation habits and the tight labor market anticipated in the 
years ahead are suggested as the main reasons for this liberalization of vacation policies. 
Most of the respondents agreed that the trends are likely to continue. A few even went 
so far as to predict that the four-week vacation, especially for older enapeyers, will 
eventually become the general rule in industry. 











A case can be made for not using psychological 
tests at all—but on the whole, the authors con- 
clude, tests do play a valid role in selection, pro- 
vided management adheres to a few simple rules. 
Most important: Don’t do it yourself. 





Common Sense About 
Psychological Tests 


HAROLD E. YUKER and J. R. BLOCK 


Human Resources Foundation 
Albertson, New York 


Sooner OR LATER, Most companies of 
any size are called upon to decide 
whether psychological tests should 
form part of the selection procedure 
and, if so, what tests should be used. 
Unfortunately, the information needed 
to reach the right decision on these 
questions is often presented in such 
technical terms that the personnel 
manager, or whoever else is responsi- 
ble for making the decision, is not 
really competent to evaluate the data 
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set before him. All he knows is that 
here is a test that, by the looks of it, 
is highly scientific and objective. If he 
is the kind of fellow who is impressed 
by such things, he will probably buy 
the test and, as a result, may well sad- 
dle his company with an expensive 
procedure whose benefits may actually 
be negligible. On the other hand, if he 
is a skeptic by nature and mistrustful 
of anything he does not understand, 
he may refuse to consider the proposi- 
tion further, in which case he runs the 
risk of rejecting what might have 
proved a valuable selection device. 
Not all test publishers, however, rely 
on incomprehensibility as a selling aid. 
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Some find it more effective to mer- 
chandise a test in language the average 
man can understand. But this method 
has its pitfalls also. Here, for example, 
are three selection devices as they 
might be described by a test salesman 
of the plain English school. How 
would you react to these descriptions? 


Test No. 1. This is a group test of per- 
sonality. It is inexpensive and easy to 
administer and score. Its validity can best 
be evaluated by seeing how well it de- 
cribes you. In other words, I will give the 
test to you, score it, and let you decide 
whether or not it tells you anything. If 
you are at all typical of personnel man- 
agers, I am quite sure you will be satis- 
fied with it. 

This test was administered by a psycholo- 
gist to 68 personnel managers. When the 
results were returned to them, they were 
asked to evaluate the accuracy of the test 
on the following five-step scale: amazingly 
accurate; rather good; about half and 
half; more wrong than right; almost en- 
tirely wrong. Of this group of personnel 
managers, 50 per cent judged the test 
to be “amazingly accurate,” 40 per cent 
rated it “rather good,” and 10 per cent 
“half and half.” Would you be interested 
in using a test such as this in your organi- 
zation? 


Test No. 2. This is a test of intellectual 
functioning. Like Test No. 1, it is a group 
test that is economical to score and ad- 
minister. To illustrate its validity, I will 
let you select four workers representing 
different levels of management. Let us 
say you pick a member of the janitorial 
staff, a bench worker, a supervisor, and a 
department head or V.P. You will admin- 
ister the test to them and without giving 
me any clues as to who these individuals 
are. I will then score the test and identify 
each of the four without error. Further, I 
will repeat this demonstration any num- 
ber of times. Would you be interested in 
this test? 


Test No. 3. This is a test that yields 
information about both personality and 
intellectual functioning. It is an individ- 
ual test and is fairly expensive to admin- 
ister. I have no normative data against 
which to compare the individual except 
in a very subjective way. The test is not 
fully standardized, and has unknown re- 
liability and validity. Would this instru- 


ment interest you? 


Your reaction to these three tests 
would probably be, “I am interested in 
the first two, but that last one doesn’t 
sound too good.” In actual fact, how- 
ever, all three tests would most likely 
be quite inadequate—and the third, as 
it happens, is probably the most com- 
monly used selection device in indus- 
try today. 


On Closer Examination 

Take, for example, Test No. 1— 
rated by 90 per cent of the personnel 
managers tested as either an “amaz- 
ingly accurate” or “rather good” de- 
scription of themselves. Actually, this 
test was used in an experiment con- 
ducted by Dr. Ross Stagner, of Wayne 
State University, and reported in Per- 
sonnel Psychology.’ In the course of 
this experiment, a test was adminis- 
tered to 68 personnel managers who 
volunteered to take it. The test how- 
ever, was not scored. Instead, each per- 
sonnel manager was subsequently 
given a sheet containing a list of per- 
sonality characteristics, some of which 
were circled in red pencil, presumably 
indicating the individual’s test results. 
In reality, exactly the same set of state- 
ments was marked on each of the 68 
*R. Stagner, “The Gullibility of Personnel Man- 


agers,” Personnel Psychology, Autumn, 1958, 
pp. 347-352. 
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sheets. All these statements had been 
selected by Dr. Stagner from dream 
books and astrology charts, and were 
the kind of generalities that almost 
everyone feels to be an accurate de- 
scription of himself. For example: 
® You have a great deal of unused capa- 
city which you have not turned to your 
advantage. 
®& While you have some personality 
weaknesses you are generally able to com- 
pensate for them. 
®& You pride yourself as an independent 
thinker and do not accept others’ state- 
ments without satisfactory proof. 


The moral of Dr. Stagner’s study is 
that one’s personal reactions to a meas- 
uring instrument are seldom a reliable 
guide to the worth of the instrument 
in question. A measuring instrument 
should show evidence of empirical 
validity, not validity based on personal 
values and attitudes. 

As for Test No. 2, while the claims 
made for it are quite legitimate, the 
proper reaction to such an instrument 
is: “So who needs it?” Almost any 
measuring device should be able to 
distinguish between people who are as 
different from one another as a janitor 
and a vice president. A person who 
could not observe the differences in 
ability in a group as varied as this blind- 
fold should not be in the business of 
selecting personnel at all. A really good 
test is one that distinguishes accurately 
among a group of individuals whose 
range of ability is quite small. Few 
companies are faced with trying to de- 
cide whether to offer an applicant a 
position as bench worker or vice presi- 
dent. More often, the problem is to 
pick the best of four supervisors with 
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comparable backgrounds and experi- 
ence. A test that seems to work with 
individuals having a wide range of 
individual differences may not work 
at all when the range of differences 
becomes smaller. 

Finally, we come to Test No. 3— 
certainly the least desirable, by the 
sound of it. Yet this, in reality, is a 
description of that commonly used se- 
lection device, the personal interview. 
The interview is, after all, an individ- 
ual, oral test. But we seldom have any 
empirical evidence that the interview 
is either reliable or valid, and we know 
little or nothing about how interview- 
ing techniques vary from one inter- 
viewer to another. Nevertheless, most 
of us have a “feeling” that the inter- 
view is a valid technique. (As regards 
the value of such subjective reactions, 
the moral of Dr. Stagner’s study is 
worth pondering further.) 

This is not to say that the interview 
cannot be a highly meaningful selec- 
tion device. The fact remains that, as 
customarily used, it is not likely to be 
valid.* Yet many organizations prefer 
to use it despite its unknown validity, 
rather than trust a standardized test 
with a low validity coefficient. 


How to Select a Test 

Since neither psychological jargon 
nor plain English can be relied 
upon in selecting a test, how, then, 
should the company go about it? One 
way is to secure qualified professional 


*For a discussion of the shortcomings of the 
personal interview and how they might be cor- 
rected, see Ghiselli and Brown, Personnel and 
Industrial Psychology, Chapter 6, McGraw-Hill 
Book Co., Inc., 1948. 
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help in making your choice. Each case 
is different. There is no test “package” 
that will work for your organization 
without a thorough analysis of your 
individual needs. Often, it is possible 
to get help, either from a qualified 
psychologist at a local college or uni- 
versity, or from one of the major test 
publishers. Many management con- 
sultants can also offer qualified assist- 
ance, but there are others whose repu- 
tation suggests that they are neither 
fully ethical nor competent as guides 
in this area. In any event, the reputa- 
tion of the potential consultant should 
be carefully checked. Any extravagant 
claims should be a warning sign that 
you may be dealing with a firm that 
would be held in low regard by most 
professional psychologists. Inciden- 
tally, the size of the firm, or the num- 
ber of important clients it already has, 
is often an inadequate measure of its 
professional competence. 


Should Tests Be Used at All? 

But before asking,“What test should 
we use?” we must first answer an even 
more basic question: Should psy- 
chological tests be used at all? It is 
around this question that the greatest 
controversy revolves. On the one hand 
are the vociferous detractors who loud- 
ly denounce all tests, pointing out all 
their inadequacies, both real and imag- 
inary. Although focusing attention on 
some real problems, the adherents of 
this school of thought are too apt to 
“throw out the baby with the bath- 
water.” On the other hand, there are 
the equally vociferous advocators of 
tests who look upon them as the an- 


swer to all industry’s problems. This 
school seems to feel that all personnel 
problems could be solved if only an 
adequate testing program were used. 

Obviously, both these positions are 
somewhat extreme. In most cases, the 
best answer lies probably somewhere 
between the two. Instead of falling 
back on an unqualified “Yes” or “No,” 
we should begin, therefore, by examin- 
ing all the arguments on both sides. 
Let us take a look at the negative ones 
first. 

Some of the arguments against us- 
ing tests in industry are valid, others 
not. Most of the former are based on 
practical considerations—cost, for ex- 
ample. An extensive testing pro- 
gram would probably not be an eco- 
nomic proposition for a small com- 
pany, though the judicious use of one 
or two appropriate tests might prove 
worth while. The expense of a thor- 
oughgoing testing program might be 
justified, however, in a company that 
is experiencing difficulty in personnel 
selection, or one that needs a mass 
screening device. 

Another valid reason for not using 
tests is the lack of suitable testing in- 
struments. There may not be an ade- 
quate test to measure the particular 
qualities that are important to your 
organization. Before any testing pro- 
gram is set up the company must con- 
sider whether adequate testing proce- 
dures are actually available, or could 
be developed. 

One more valid objection to tests is 
that they do not consider all the vari- 
ables that have to be taken into ac- 
count. Success on the job is often the 
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result of factors that a test either does 
not or cannot measure. To counter- 
balance this argument, it must be 
pointed out that test results should 
never be used as the only selection cri- 
terion. Each test result should be con- 
sidered as one piece of additional in- 
formation that can be used in making 
personnel decisions. Personnel deci- 
sions should be based on many pieces 
of information, not merely one or two. 


Tests as Predictors 

Furthermore, there is evidence that 
the information forthcoming from ob- 
jective test scores is definitely superior 
to subjective personal evaluations as a 
basis for prediction. Some years ago, 
Dr. Paul Meehl, of the University of 
Minnesota, reviewed 19 studies in 
which two types of predictions—“sta- 
tistical” and “clinical”—were used. In 
the studies using the “statistical” pre- 
dictions (i.e., predictions based on ob- 
jective test data), clerical workers, us- 
ing formulas set up on the basis of 
empirical observations, were asked to 
predict the future status of individuals 
in a variety of settings, including the 
academic success of college freshmen; 
success in a training program for ca- 
dets in the U.S. Coast Guard Acad- 
emy; success after therapy for mental 
patients; and parole violations for ex- 
convicts. In the studies using “clinical” 
predictions, the predictors were asked 
to make similar predictions based on 
all the test data available, plus what- 
ever other clinical or interview im- 
pressions they cared to use. The de- 
gree of training of these “clinical” 
predictors varied considerably from 
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study to study, and Dr. Meehl was 
careful to point out that none of the 
studies was specifically designed to test 
whether there was any difference be- 
tween the two types of predictions. He 
found, however, that in all 19 studies, 
the statistical predictions were better 
than the clinical ones. * Thus, while it 
must be agreed that psychological tests 
do not measure all the attributes neces- 
sary for success, they often are an un- 
usually valuable source of information. 

The remaining objections to tests 
have comparatively little validity. 
There is the argument, for example, 
that many or all psychological tests can 
be faked. (William F. Whyte, Jr. went 
to town on this one in his famous ap- 
pendix to The Organization Man, 
“How to Cheat on Personality Tests.”) 
But while some psychometric instru- 
ments can undoubtedly be faked, this 
is true primarily of those tests that are 
classified as self-inventories. The faka- 
bility of most self-inventories is well 
known to psychologists, who conse- 
quently do not use these instruments 
in situations where faking is possible. 
Although self-inventories have their 
uses in certain situations (for example, 
in counseling, where honesty on the 
part of the subject is to be expected), 
they should not be used for purposes 


of selection or advancement. Other 


testing devices are more appropriate in 
such cases. 

A final invalid objection to tests is 
the familiar refrain based on someone’s 
personal experience—“I was told that 
I'd never be successful as a ___, yet 


7P. Mechl, Clinical vs. Statistical Prediction, 
University of Minnesota Press, 1954. 
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look at me today. And I’m not the 
only one, my brother-in-law... .” 
Certainly, no reputable psychologist 
would ever claim that tests are infalli- 
ble, or that they “tell” you anything. 
No test ever “told” anyone anything! 
The decisions are made and the advice 
is given by the persons who use or mis- 
use tests, and that tests are often mis- 
used is undeniable—but correctable. 
The fact that testing can be and often 
is severely abused does not invalidate 
its use in the hands of qualified peo- 


ple. 


Arguments for Using Tests 

Probably the best reason for using 
tests in industry is that they provide 
information for making selection de- 
cisions—and to the extent that a test- 
ing program does provide information 
that helps in decision making, it can 
certainly be regarded as worth while. 
On the other hand, it should be borne 
in mind that tests are no more than 
aids to decision making—they are not 
decision makers themselves. One of 
the most serious shortcomings of test- 
ing lies not in the test itself but in the 
use to which it is put. Tests should be 
used as a single source of information 
and given appropriate weight accord- 
ing to their empirically established 
value. In cases where test data are in- 
consistent with other information on 
the individual, careful thought must 
go into reconciling these differences, 
and deciding which information is 
most accurate. 

A second argument in favor of tests 
is that they have worked well in sim- 
ilar situations or similar companies. 


While this is a valid argument, it 
should not lead to uncritical accept- 
ance of a testing program or of a par- 
ticular test. It cannot be too strongly 
emphasized that no two companies are 
exactly alike. A test that works well 
in one company may certainly be 
worth investigating further, but 
should not be uncritically accepted on 
this ground alone. Local validation 
studies must be carried out, and local 
norms developed. Employers should 
be wary of the “packaged” test battery 
sold by some organizations. 

The question, however, still remains: 
Under what conditions should tests be 
used? As has already been suggested, 
the point to consider here is whether 
the cost of a testing program is likely 
to bring about a corresponding im- 
provement in selection as compared 
with the results achieved by other 
methods. 


When Tests Should Be Used 

The decision to use tests for selec- 
tion implies that a problem exists 
for which the test may provide a solu- 
tion. One of the first matters to be 
settled, therefore, before coming to 
any decision on the use of tests is 
whether there are any other, and pos- 
sibly more economical or effective, 
ways of solving the problem. 

In the January, 1950, issue of the 
Harvard Business Review, Dr. Mason 
Haire, of the University of California, 
described a problem of this kind. The 
company wanted to find a way of im- 
proving speed and accuracy in sorting 
objects according to pattern and color 
as they traveled along a conveyor belt. 
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The job was performed by a group of 
women. Management was apparently 
sold on the idea of using a test of color 
blindness to improve the selection of 
workers for this job. But, as Dr. Haire 
pointed out, the use of a color-blind- 
ness test did not seem to be a reason- 
able solution here for two reasons. 
First, the characteristic of color blind- 
ness or weakness is a rare trait, and 
even rarer among women than among 
men. Second, the range of differences 
in color recognition is so small that 
it would probably be uneconomical to 
screen out the few individuals who 
would fail a color-blindness test. Bet- 
ter selection procedures seemed to be 
an unlikely answer to the problem. A 
better solution might have been addi- 
tional training or a change in plant 
lighting facilities. 

If, however, after appropriate delib- 
eration, it appears that better personnel 
selection is indeed called for, it is then 
of prime importance to be able to dif- 
ferentiate clearly and objectively be- 
tween good and poor workers. If the 
company cannot clearly identify the 
satisfactory worker, it is foolish to ex- 
pect a test to predict one. Yet in many 
cases the criteria used to distinguish 
among workers prove, on close exami- 
nation, to be wholly inadequate. 
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There are, of course, other consid- 
erations that affect the decision whether 
to use tests for selection or not. In gen- 
eral, however, it may be said that com- 
panies would do well to be guided by 
the following rules: 

1. Tests should be used only when 
there is adequate evidence that the 
available testing procedures are supe- 
rior to other available procedures for 
solving the problem. 

2. Tests should be used only when 
their cost can be justified. 

3. Tests often do give better infor- 
mation than other techniques. 

4. Tests should be used only as one 
piece of information. Selection deci- 
sions should not be based on test scores 
alone. 

5. Tests that can be faked should not 
be used in selection. 

6. Tests must be appropriate to the 
situation, and must be evaluated inde- 
pendently for each situation in which 
they are used. 

7. The selection, administration, 
and interpretation of psychological 
tests have not yet become such simpli- 
fied operations that they can be classed 
in the do-it-yourself category. Before 
embarking on any test program, man- 
agement should take steps to secure 
qualified, reputable assistance. 


Go.r, anyone? The number of company-owned golf courses for employees has almost 
doubled over the past 15 years, reports the National Industrial Recreation Association. 
By last year, there were 107, with a total worth estimated by the NIRA at over $70 
million. Of 41 courses studied in detail, nine were owned by companies with fewer 


than 1,000 employees. 








In upholding its right to promote 
or lay off on the basis of ability as 
well as seniority, management 
must make sure that its criteria 
can, if need be, meet the test of 
arbitration. 


Ability vs. Seniority in 


Promotion and Layoff 


DALE D. McCONKEY 


Mosr collective bargaining agree- 
ments provide for changes in em- 
ployee status to be based on seniority. 
In a large number of contracts, how- 
ever, ability is also recognized as a de- 
termining factor, especially in promo- 
tions and layoffs, and the employer 
has at least some power to give the 
nod to ability if he can prove that an 
employee entitled to consideration on 
the grounds of seniority is not other- 
wise qualified whereas a junior em- 
ployee is. 

When considering this whole prob- 
lem, it must always be borne in mind 
that seniority is a basic tenet of union 
philosophy. To tinker with it, or in- 
discriminately refuse to observe it, is 
to court violent objection on the part 
of both the employee and his union 
representatives. And this is as it should 
be—so long, but only so long, as sen- 


iority is coupled with ability to do the 
job. 

Unions have fought long and hard 
to gain for seniority the advantages it 
now enjoys. The seniority principle is 
the logical outgrowth of a system in 
which promotions; layoffs, and other 
tangible results of the employment 
relationship were all too often based 
on favoritism, likes and dislikes, and 
(in some cases) outright discrimina- 
tion. Such short-sighted _ practices 
were rife during the early days when 
employers and unions stumbled 
through the business of learning to 
live together. If management is now 
plagued by the seniority issue, it has to 
some extent only itself to blame. 

Notwithstanding the high place 
which seniority now occupies in the 
complex of labor relations, there is no 
denying that it has its shortcomings. 
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Where, for example, it is the only de- 
ciding factor in promotions, initiative 
inevitably withers away. Human na- 
ture being what it is, few people will 
go to the trouble of qualifying them- 
selves for the next rung up the ladder, 
if they can achieve the same goal 
merely by “putting in time.” In short, 
seniority, by itself, is an incomplete 
criterion. Only when coupled with 
ability does it meet the twofold aim 
of affording the employee due recog- 
nition for his years of service, while at 
the same time providing him with a 
built-in incentive to qualify himself 
for advancement. 

Certainly, it is not without reason 
that employers bemoan the vices of 
the seniority system—yet strangely 
enough those who complain the loud- 
est are often the ones who fail to exer- 
cise the right to take ability into ac- 
count even when this privilege is avail- 
able to them. At all events, despite the 
large number of contracts that now 
permit the employer to couple senior- 
ity with ability in making promotions 
or scheduling layoffs, such changes 
are still often made more or less auto- 
matically on the basis of seniority 
alone. 

There are several reasons for this 
paradoxical situation—expediency, for 
one, or the misguided idea that strict 
adherence to the seniority principle is 
one way of promoting peaceful labor 
relations. Sometimes, the reason is 
simply that no criteria have been es- 
tablished for measuring ability be- 
tween or among employees. Then 
there is the employer who argues, “I 
know he doesn’t have the ability but 
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I can’t prove it. If the case went to 
arbitration, we’d have a tough job 
winning it.” Certainly, in a situation 
of this kind, the employer has no al- 
ternative. If he can’t prove lack of 
ability, he has no case for by-passing 
seniority. 


Where Ability Counts 

Though the issue of ability vs. sen- 
iority is more often raised in promot- 
ing than in laying off, it is—or should 
be-—equally important in both situa- 
tions. In the event of layoff, most con- 
tracts provide for the junior employee 
to be the first to be laid off “as long as 
this can be applied consistent with the 
proper operation of the plant,” or “as 
long as the employee so retained is 
competent to perform the work.” This 
phraseology at once raises the ques- 
tion of ability and thus affords the 
employer the opportunity to evaluate 
employees on this basis. During peri- 
ods of technological change, when 
skill requirements are usually up- 
graded and temporary reductions in 
the workforce are often necessary, it 
is essential for the employer to retain 
qualified employees. Otherwise, the 
quality of the workforce will suffer 
and additional training will be need- 
ed over and above that which is cus- 
tomarily undertaken to minimize em- 
ployee disruptions during transition 
periods. Further, it must be borne in 
mind that because of the generally ac- 
cepted practice of promoting from 
within, employees who are retained 
during a layoff are those who will be 
bidding for promotions later on—an- 
other sound reason for taking ability 
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into account in laying off employees. 

Prevailing practice, as well as count- 
less arbitration awards, points to a 
number of criteria for evaluating abil- 
ity that are now generally accepted in 
cases where seniority and ability are 
coupled in the labor contract. But 
there are also other criteria that com- 
pany negotiators and contract admin- 
istrators should use even though they 
may not be currently recognized by 
arbitrators. 

It must be remembered that an ar- 
bitrator bases his award on what the 
present practice of the parties actually 
is—not on what it should be. Thus, 
following present practice, most arbi- 
tration awards reflect a tendency on 
the part of arbitrators to consider abil- 
ity in terms of the “skill” needed to 
perform the job. 

But equating ability with “skill” 
fails to take account of the fact that an 
employee with the requisite job skill 
may still not be able—for a whole 
raft of reasons—to perform the job 
satisfactorily. The point is that while 
ability includes skill, it is not limited 
to skill, but is a much broader, all- 
inclusive term. It is up to the people 
responsible for negotiating and ad- 
ministering the contract to make this 
plain, either by spelling it out in the 
contract or in their actual, day-to-day 
administration of the agreement. 


The Criteria of Ability 

Before discussing the criteria of 
ability, it would be as well to note 
that ability provisions can take various 
forms. Some clauses, for example, al- 
low the employer to select the better 


qualified employee in the group 
whereas others require him to select 
the senior employee if he meets the 
qualifications for the job, regardless 
of whether he is also the “most” quali- 
fied. Other variations are also found, 
but these, however, revolve around 
the question of degree: and though 
the degree will affect the amount of 
proof required, the commonly accept- 
ed measuring criteria are still perti- 
nent in such cases. 

Every time an employer passes over 
a senior employee in favor of a junior 
one, he must anticipate union objec- 
tion of one type or another. Because 
seniority is the cornerstone of union 
membership, the objection may be 
made even though the union secretly 
believes that the employer has made 
the right choice. And in fairness to 
unions it should be pointed out that 
many of them do not believe in allow- 
ing an employee who lacks ability to 
“sneak” into a promotion. At the same 
time, unions are defense counsels for 
their members, and if the employer 
cannot prove that he has used valid 
criteria in measuring ability, the union 
is bound to object to the by-passing of 
seniority. 

It is necessary, therefore, for the 
employer to consider all his measuring 
criteria in the light of how they might 
subsequently be reviewed by an arbi- 
trator. In fact, even though the case 
may not go to arbitration, the em- 
ployer must use some measuring cri- 
teria in by-passing a senior employee, 
or run the risk of being guilty of poor 
selection procedures and possible in- 
justices. 
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The measuring criteria set forth be- 
low are not, of course, the only ones 
that can be used. There are a number 
of others, especially when it comes to 
determining ability in highly techni- 
cal or specialized jobs with their own 
peculiarities. In fact, in the absence of 
contract language to the contrary, ar- 
bitrators have consistently ruled that 
the employer has the right to establish 
any criteria for evaluating ability he 
chooses, so long as the criteria are 
reasonable, pertinent to the job, and 
are not applied in a discriminatory 
manner. 

Written tests. It has long been ac- 
cepted that tests, properly adminis- 
tered and interpreted, are of definite 
value in evaluating employees. Nev- 
ertheless, tests are only one of the 
many tools that can be used for this 
purpose, and reliance on tests alone 
is foolhardy. In line with this think- 
ing, arbitrators have usually upheld 
the employer’s right to use tests as a 
determinant of ability so long as the 
tests used are related to the require- 
ments of the job. For office jobs, arith- 
metical, clerical, and typing tests and 
the Otis Employment Test are fre- 
quently used in this connection. There 
are also other tests, of course, for 
craftsmen, supervisors, and so on. In 
selecting any test, however, manage- 
ment must take every precaution to 
choose one that is relevant to the sit- 
uation and then adapt it accordingly. 

Performance tests. Besides being 
subjected to written tests, ability on 
many jobs can also be determined by 
tests of actual performance. Under 


this method, the candidates are re- 
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quired to demonstrate their ability by 
actually performing the various re- 
sponsibilities of the job. For example, 
a machinist candidate may be asked 
to actually work on a lathe; or an elec- 
trician candidate will be called upon 
to read a wiring diagram and make 
an application from the drawing. Per- 
formance tests should not be con- 
strued, however, as putting the candi- 
date on trial; trial periods are another 
subject in themselves. They are tests 
that are given before a candidate is 
selected for, and assigned to, the job. 

Cautions and warnings. An em- 
ployee’s conduct on the job is part and 
parcel of his ability to perform the 
job. An employee who, though other- 
wise qualified, is constantly getting 
into trouble or violating the com- 
pany’s rules should not be considered 
as a candidate for promotion. It must 
be borne in mind that if he is pro- 
moted, the advancement, in effect, 
wipes out his previous offenses. 

Hence, in evaluating ability, the 
number and nature of any “caution 
notices” against the employee must be 
taken into consideration. Naturally, 
all reprimands must be viewed in the 
light of their seriousness and fre- 
quency. An occasional, minor offense 
does not justify blocking an employ- 
ee’s path to advancement. Usually, 
only written cautions will be consid- 
ered here, and the employer should 
take care to insure, therefore, that all 
written warnings are accurate and 
complete. 

Commendations. In contrast to 
warnings, commendations constitute 
additional evidence that the employee 
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is promotable. Also, they might well 
be used to cancel out certain types of 
warnings. Commendations that bear 
directly on the employee’s skill, 
knowledge, output, and so on are 
especially pertinent in evaluating abil- 
ity. 

Age. While an employee’s age sel- 
dom serves as a criterion of ability, 
there are times when it becomes an 
important factor. In the case of pro- 
motion to an apprentice craftsman, 
for example—usually the first rung 
up the ladder to a first-class rating— 
it would be of little benefit to the com- 
pany to select an employee who was 
only a few years away from retire- 
ment. To do so would be a waste of 
expensive training, aside from the 
fact that many technical jobs pres- 
ent complexities that an older person 
could not master. Care must be 
exercised here because arbitrators usu- 
ally will not allow the requirements 
for the next higher job to be considered 
in conjunction with determining 
qualifications for the job at hand, 

Experience. As with job training, 
actual experience is one of the more 
important and pertinent criteria for 
evaluating ability. An employee’s en- 
tire work record should be carefully 
checked on this score, and special em- 
phasis should be given to previous ex- 
perience on jobs similar to the one 
for which the candidate is being eval- 
uated. Incidentally, this check should 
not be confined to the employee’s ex- 
perience with his present company— 
it should also include comparable jobs 
he has held with other employers. 
Many jobs in the armed forces are 


similar to those in industry and these, 
too, should be taken into account. 
Production records. One of the 
more tangible methods of measuring 
an employee’s ability to do a job is his 
output or production record. This 
may be expressed either in actual 
numbers (units of output) or as a 
deviation from standard. Such records 
are invaluable in the case of a senior 
employee with a low output record in 
line for a higher job requiring greater 
skill, responsibility, output, and so on. 
In trying to justify passing over the 
employee on the grounds of his low 
output, it will be necessary, of course, 
for the employer to prove that the 
employee himself is to blame for 
his poor production record and that 
this is in no way attributable to man- 
agement’s own shortcomings, such as 
poor scheduling, faulty machines, 
poor maintenance, and the like. 
Merit ratings. Merit ratings are 
given considerable weight by most ar- 
bitrators. To be of value as a determi- 
nant of ability, such ratings should be 
specific in content and clearly de- 
signed to measure performance and 
ability. Although merit rating is now 
firmly established in industrial prac- 
tice, unfortunately many of the rating 
forms in current use are too general 
in nature and concerned with nebu- 
lous factors that either neglect the ac- 
tual requirements of the job or are so 
ambiguous as to cloud the issue. 
Merit-rating forms that have these 
weaknesses should not be used. Most- 
ly, all that is needed is the supervisor’s 
straightforward assessment of the em- 
ployee’s ability. At all events, regard- 
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less of the rating scale used, ample 
space should be provided for the su- 
pervisor to record his candid opinion 
of the employee’s capabilities and per- 
formance. 

Education and training. So far as 
education is concerned, the measure 
used must be directly related to the 
requirements of the job. If it calls for 
only a minimum education, the fact 
that the junior employee has a Ph.D. 
degree while the senior employee has 
only completed grammar school has 
no relevance. 

General education itself is probably 
less valuable as a measure of ability 
than specialized training designed to 
qualify a person for a particular job— 
especially bargaining-unit jobs. If, for 
example, a vacancy exists for a ma- 
chinist or an electronics technician, a 
candidate who has undergone training 
in these specialties will enjoy an un- 
deniable edge over one who has not 
had such training or whose education 
has been along general academic lines. 

Physical examinations. As with all 
criteria of ability, the criterion of 
physical fitness must be applied fairly 
and consistently. If the employer has 
not required physical examinations 
in making promotions or other selec- 
tions in the past, he will probably be 
treading on thin ice if he suddenly 
tries to inject this criterion into a par- 
ticular case. On the other hand, if it 
can be proved that an employee’s phys- 
ical condition definitely renders him 
unfit for the job or constitutes a dis- 
tinct safety hazard either to the em- 
ployee himself or to his co-workers, 
the physical examination then be- 
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comes a valid criterion. Records of 
periodic examinations in the past and 
safety records play a vital part here. 

Absence and tardiness records. 
Company negotiators must insist that 
dependability be taken into considera- 
tion as one facet of ability. It is of little 
value to the company to have an em- 
ployee who is tops in a particular job 
but who cannot be relied upon to be 
there to carry it out. Here again, rec- 
ords are invaluable. Absence and 
tardiness records should be complete, 
however—they should indicate not 
only the number of days the employ- 
ee has been absent but also the reasons 
for each absence. Chronic absentees 
can hardly be considered dependable 
or promotable material and properly 
documented records should be used 
to block their advancement. (Of 
course, an effective plan for control- 
ling absenteeism would weed out 
these employees before they had the 
opportunity of bidding for promo- 
tion.) 

In conclusion, it may be worth re- 
emphasizing that, even at the best of 
times, no employer can afford to put 
up with an inefficient or sub-standard 
workforce. Still less can a company 
run this risk as advancing technologi- 
cal change entails the reduction of 
work crews, greater skill and responsi- 
bility among the employees who re- 
main, and increased capital invest- 
ment in the individual employee. Un- 
der such conditions, it will be a matter 
of paramount importance for man- 
agement to insure that only qualified 
employees are selected and retained. 
To meet this goal, employers must: 
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1. Insist upon ability, as well as 
seniority, as a determining factor in all 
actions involving changes in employ- 
ee status—especially promotions and 
layoffs. 

2. Formulate a systematic proce- 
dure for evaluating ability and put it 
into practice. 

3. Be ready with satisfactory proof 
of ability in the event that the by- 
passing of a senior employee goes to 
arbitration. 


4. Take steps to see that all em- 
ployees are nevertheless allowed to 
reap the harvest of their seniority— 
provided it is coupled with ability to 
perform the job. 

5. Assist the arbitrator by providing 
him with guides as to intent. He is 
competent and he wants to do a good 
job, but he’s not psychic. As the final 
interpreter of the written word, he 
needs the help of the contracting par- 
ties. 


Pressures Affecting Wage Policies 


PREVAILING WAGE PATTERNS rank high among the pressures that can send wages 
soaring. Of the 107 personnel executives participating in the Personnel Policies Forum 
of the Bureau of National Affairs, 96 per cent agreed that their companies’ wage 
policies were either largely determined by patterns or influenced by them to some 
extent. Nor are the industries affected confined to those dominated by a few giants. 
They include all types of businesses, and nonunion as well as union companies, the 
survey found. More companies are guided by local than by industry patterns, but 
most are guided by a combination of both. 

Within their companies, the panelists agreed, frequent wage increases for blue- 
collar workers exert pressure upon supervisory and white-collar pay levels. About 95 
per cent manage, nevertheless, to maintain a “suitable” pay differential between 
supervisors and non-supervisors, and in rather over half the companies studied a 
general increase for plant workers does not bring one for office personnel. (Of these, 
more than seven out of ten raise office salaries on a merit basis alone.) 

About nine out of ten of the participating companies grant general pay increases, 
but many of them said they would prefer to replace them by merit increases—if union 
resistance could be overcome. The dissenting minority saw merit increases as im- 
practical and disruptive. Deferred increases were opposed by 53 per cent, cost-of-living 
increases by 90 per cent. 

In 36 per cent of the companies studied, the higher average labor cost of the last 
three years has been offset by a proportionate reduction in the labor cost per unit of 
product or service. In another 38 per cent, the two have risen at the same rate, and 
in 26 per cent the unit labor cost has outstripped average cost. Two methods won 
strong endorsement for keeping down unit cost: improving equipment and improving 
methods of production. 











Instead of relying on “paper magic” to ac- 
complish the difficult task of modifying the 
way employees think or act on the job, we 
must begin by asking ourselves: Under what 
conditions can human behavior be changed? 





Changing On-the-Job Behavior: 
How and Where to Start 
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Loox ar the somewhat mediocre 
record of success achieved thus far by 
formal programs aimed at modifying 
employee attitudes or improving job 
performance, it may well be doubted 
whether such efforts are not hopeless- 
ly misguided from the start. Can adult 
behavior really be changed in this 
way to any appreciable extent? There 
are some who would answer “No” to 
this question and leave it at that. Oth- 
ers (among whom I count myself) 
would argue, however, that the reason 
why programs of this kind so often 
fail is not that the goal itself is im- 
possible of achievement but rather 
that the program proceeds from a rad- 
ical flaw in design. 

All too often, the approach to the 
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problem of bringing about some de- 
sired change in on-the-job behavior 
takes the form of a frenzied search 
for gadgets and procedures employed 
by other organizations. The person- 
nel manager or training man comes 
across a novel appraisal form, a series 
of sound-film slides, a booklet, or a 
multi-colored manning table, and pro- 
ceeds to build a program around it. 
In pursuing this approach, he is fre- 
quently aided by other members of 
management. A line manager who 
has just returned from a seminar 
loaded down with all kinds of “pa- 
per magic” he has collected from his 
fellow participants will send him an 
enthusiastic memo about his new- 
found treasure trove. Another will 
call him up to tell him about the ap- 
praisal system that’s reportedly work- 
ing wonders over at the XYZ Com- 
pany. 

The more creative personnel man 





may disdain such plagiarism and pre- 
fer to devise his own gadgets and 
procedures. But whether he borrows 
or invents, the emphasis is invariably 
on things. 

It must be admitted that this con- 
cern with the outward and visible 
signs of activity is understandable 
enough. After all, once management 
has agreed that steps must be taken 
to improve or develop people, the 
person responsible for putting the 
program into effect has to produce 
tangible evidence that something is 
being done. For his own personal 
security, he must also demonstrate 
that his position is worth perpetuat- 
ing. Thus, he is under the constant 
necessity to generate more and more 
materials to display to top manage- 
ment. 

Unfortunately, this reliance on 
material things to accomplish the 
difficult task of changing attitudes 
or improving performance proceeds 
from a number of questionable as- 
sumptions: First, that all concerned 
recognize the real problem; second, 
that everybody wants to do some- 
thing about it; and third, that every- 
body agrees on the solution. But 
instances of such unanimity are notori- 
ously rare in industry. How often 
does it happen, for example, that a 
personnel man and a line supervisor 
agree that the development of the 
latter’s subordinates necessitates his 
formally appraising them, and that 
personnel’s new multi-factored rat- 
ing sheet is just the tool for the job? 
Yet without this agreement, the ap- 
praisal program is hardly likely to 
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succeed in improving the subordi- 
nates’ performance. 


A More Fundamental Approach 

If formal programs aimed at bring- 
ing about change in employee atti- 
tudes and skills are to achieve their 
purpose, those responsible for de- 
signing them must begin by asking 
themselves, what actually makes peo- 
ple change? What are the conditions 
that (so far as we know) must be 
met, if human behavior is to be al- 
tered or modified in some desired 
way? Then, having established a set 
of conditions necessary for change, 
they must go on to plan their pro- 
grams in such a way as to meet these 
conditions. In this way, the condi- 
tions for change constitute what we 
might call a “frame of reference” for 
the design of the program. 

Admittedly, current research find- 
ings and theories about human be- 
havior are at present too inconclusive 
to enable us to compile any defini- 
tive list of the conditions necessary 
for change. In the present state of our 
knowledge, any proposed frame of 
reference for designing a “change” 
program must inevitably be tentative 
and subject to subsequent testing and 
review. Nevertheless, the mere fact 
of having a frame of reference, even 
though it is not completely supported 
by research findings, serves as a use- 
ful starting point. It can be used, 
for example, to communicate to the 
personnel staff an approach to the 
problem of change that will enable 
them to integrate the various activi- 
ties aimed at modifying employees’ 
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attitudes or improving job perform- 
ance—management development, com- 
munications, human relations train- 
ing, and so on. It can also be used to 
focus attention on the process of 
change itself, and so put the media 
commonly employed to bring it 
about in better perspective. Finally, 
it can stimulate better thinking 
about change, as a result of the com- 
ments and criticism directed toward 
the frame of reference itself. 

Here, for example, is a frame of 
reference that I have found useful in 
designing “change” programs. I 
should add that this formulation is 
not original, but has been strongly 
influenced by the thinking of Kurt 


Lewin and Jack Gibb:* 


CONDITIONS NECESSARY FOR 

CHANGING ATTITUDES AND SKILLS 
1. Provision of a non-threatening growth 
climate. 
2. Exposure of present behavior. 
3%. Feedback of reactions to present be- 
havior, to give awareness of the kind of 
change needed and to make old behavior 
unacceptable. 
3%. Supplying of appropriate factual in- 
formation. 
5. Testing of new behavior in a situation 
similar to situation in which it is to be ap- 
plied, to facilitate transfer and to make new 
behavior acceptable. 
6. An applied situation that will reinforce 
new behavior. 


(It will be noted that two of the 
above conditions are identified as 
“Steps 314.” This is to indicate that 
they are interchangeable in position.) 

Let’s see how this frame of refer- 
ence was used in designing a human 
relations laboratory that had as its 
*K. Lewin, “Group Decision and Social 
Change,” Readings in Social Psychology, ed. 
Newcomb and Hartley, Henry Holt and Co., 
Inc., New York, 1947; and J. R. Gibb, “A Cli- 


mate for Learning,” Adult Education, Vol. 9 
(Autumn, 1958), pp. 19-22. 
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objectives: (1) Identifying behaviors 
that helped or hindered group pro- 
ductivity, and (2) making partici- 
pants aware of how others reacted 
to their behavior. The participants 
were ten recent college graduates as- 
signed to a training program in pro- 
duction management. Here is how 
the program was designed to meet 
the “conditions necessary for change”: 

1. A non-threatening growth cli- 
mate. This was provided by the atti- 
tude and behavior of the trainer, who 
manifested, as far as possible, a per- 
missive, non-critical response to all the 
participants’ words and actions. 

2. Exposure of present behavior. 
The members participated in ten 
one and three quarter hour “unstruc- 
tured” conferences. At the first meet- 
ing, they were given copies of the 
program objectives and the follow- 
ing additional information: 

The method we will use is a new one. It 
is the laboratory method of training. In 
this method you become both the guinea 
pig and the scientist. You will do things 
in the group, such as make suggestions, 
challenge, or agree with someone else’s 
point of view. Then you will examine 
what effect this has had upon the group’s 
progress. This is also a laboratory in the 
sense that you can try out different ways 
of behaving to see how the group reacts 
to them or how they help or hinder group 
progress. Thus, you can, in a crude sense, 
experiment with human behavior. 

Participants were told that they were 
responsible for: (a) Setting the goals 
for the group; (b) planning and carry- 
ing out each day’s meeting; and (c) 
observing, reporting, and discussing 
the things people do that help or hinder 
the group in attaining its goals. 








The trainer’s role was explained 
in this way: 

My job is not to lead the meetings. I am 

here to aid you in getting the most out of 

them. Were I to direct you, there would 

be very little group activity to observe. 

But, at times, I may be able to suggest a 


technique or call your attention to some- 
thing that you may not have noticed. 


Armed with these instructions, 
each participant daily exposed more 
of his present behavior by making 
bids for leadership, proposing topics 
for discussion, attacking the propos- 
als of others, and so on. 

3Y,. Feedback of reactions to pres- 
ent behavior. This was achieved by 
the group members’ carrying out 
their responsibility for “observing, 
reporting, and discussing the things 
people do that help or hinder the 
group in attaining its goals.” This 
gave the individual an opportunity 
to see himself as others see him. 

34. Supply factual information. 
When questions arose about research 
findings in such areas as leadership, 
attitudes, group cohesion, and so on, 
the trainer or participants would ei- 
ther supply the information from 
memory or look it up in the library 
and report back to the group. Occa- 
sionally, the trainer would relay find- 
ings that had not been requested, but 
which had major bearing on the dis- 
cussion. 

5. Testing of new behavior in a 
situation similar to the applied situa- 
tion. Participants individually “exper- 
imented” with different ways of gain- 
ing group acceptance, assuming lead- 
ership, settling a dispute, and so on. 
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Though not all members reported 
doing this, all were urged to do so. 
6. An applied situation that rein- 
forces new behavior. It was not pos- 
sible to provide for this condition in 
the design of the program. The train- 
ees were assigned to many different 
supervisors and supervisory climates 
over which we had no control. 

This same frame of reference has 
been used in developing other 
“change” programs. It will have been 
noted that in the example cited above, 
Condition No. 6 could not be met, 
and that Condition No. 5 was not 
followed by all participants. Not all 
these conditions have been met, ei- 
ther, in our other attempts to apply 
this frame of reference. But when 
one or more conditions cannot be 
applied, the program designer has at 
least some clue to the reasons why 
the program may have failed to 
bring about the desired change, 
whereas if he merely puts a pro- 
gram together without any under- 
lying rationale, he does not know 
where to look first for the causes of 
failure. This is the major advantage 
of developing, working with, and 
revising a frame of reference for 
change. It gives direction to plan- 
ning—direction that is aimed at the 
objectives of the program rather than 
at the methods to be used in carrying 
it out. 

The frame of reference described 
here is not necessarily the only one 
that can be used. To be of any real 
value, a frame of reference must be 
readily intelligible to the user, ic., 
written in language with which he 
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feels comfortable. He should be able 
to pick it up when planning a 
“change” program and deduce from 
it an orderly, rational approach to 
the problem of changing employee 
attitudes or improving skills. Alter- 
natively, the frame of reference may 
immediately point out to him the 
extreme difficulty, if not the impossi- 
bility, of effecting change through 
some specific course of action under 
consideration. Suppose, for example, 
that the problem is how to make a 
particularly unpopular company pol- 
icy more acceptable to employees. 
The frame of reference discussed 
here makes it clear that such a change 
in employee attitudes cannot be ef- 
fected simply by means of explana- 
tions and exhortations in the company 
magazine. Thus, a_well-conceived 
frame of reference can serve as an 
extremely practical aid to sound man- 
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agement. Even if the theory behind 
it lacks complete validity, it can at 
least form the basis of a rational rather 
than a random approach to the prob- 
lem of change. 

Perhaps, in conclusion, I should 
re-emphasize that it was not the in- 
tention of this article to put forward 
the frame of reference for changing 
employee attitudes and skills. Rather, 
its purpose is to emphasize that @ 
frame of reference for change be 
searched for, used, tested, and re- 
vised where necessary. By adopting 
such an approach, the personnel man 
will ultimately gain a better under- 
standing of the whole complex prob- 
lem of changing on-the-job behavior, 
whereas in pinning his faith on gim- 
micks all he can hope to achieve is 
“fire fighting” expediency with little 
learned from one situation that can 
be applied to the next. 





The Hornyhanded Sons of Toil—A Vanishing Breed? 


INCREASED AUTOMATION and changes in job design have brought about such drastic 
reductions in the energy output of industrial workers that in many cases the hardest 
part of an employee’s job may well be the walk from the parking lot to his work- 
bench, asserts Dr. Herman Hellerstein, of Western Reserve University. In a study of 
assembly-line working conditions sponsored by the Cleveland Area Heart Society, Dr. 
Hellerstein found that energy requirements are frequently so low “as to enhance un- 
fitness in persons who maintain low levels of activity outside their work.” To main- 
tain physical fitness, Dr. Hellerstein suggests, employees might be well advised to 
take time out for an “exercise break.” 

Of 1,200 industrial workers with coronary diseases who were examined by Dr. Hell- 
erstein in the course of his study, many complained that work-capacity tests given 
them in the laboratory were more strenuous than their actual work. Further evi- 
dence of the moderate demands on the worker’s energy imposed by many of today’s 
industrial jobs is forthcoming from a study that measured the energy expended by 
surgeons in performing operations. Among the 39 surgeons tested, a high percentage 
were found to have expended as much energy as workers in a steel mill. 
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Tuovcn the application blank, in 
one form or another, is omnipresent 
in business and industry, all too often 
it is used in a superficial and unsys- 
tematic manner. In many employment 
situations, for example, the personnel 
interviewer either merely scans the 
blank for items he considers pertinent 
or uses the information only as a point 
of departure for the employment in- 
terview. As a result, much of the 
wealth of information in the applica- 
tion blank is going to waste, or worse, 
is often improperly used. In actual 
fact, however, there is sufficient evi- 
dence to indicate that, properly vali- 
dated and used, the application blank 
can markedly increase the efficiency of 
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the company’s selection procedures. 

The rationale for using the applica- 
tion blank (though this is seldom ver- 
balized explicitly) is that the appli- 
cant’s personal history, such as his pre- 
vious experience and interests, is predic- 
tive of his future success on the job. 
And, indeed, it does seem reasonable 
to assume that such data as previous 
employment history, specific skills, ed- 
ucation, financial status, marital rec- 
ord, and so forth, reflect a person’s mo- 
tives, abilities, skills, level of aspira- 
tion, and adjustment to working situ- 
ations. 

A number of assumptions can be 
made from such information. For ex- 
ample, the fact that an applicant has 
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at Yale University, and his staff for their cooperation and assistance in this study. 


63 











64 PERSONNEL 


held a similar job indicates the likeli- 
hood of his transferring some of his 
training to the new job. Similarly, 
what he has done successfully before 
is likely to reflect his basic abilities in 
that area, as well as his interest in and 
satisfaction derived from these activi- 
ties. Such personal history items as 
age, number of dependents, years of 
education, previous earnings, and 
amount of insurance have also been 
found to correlate with later profi- 
ciency on the job, earnings, length of 
tenure, or other criteria of job success. 
It should be emphasized, however, 
that the items found to be predictive 
of success in one job may not be the 
same for another, similar job—even 
in the same company. Furthermore, 
even for the same job, some items on 
the application blank may be more 
predictive of one particular aspect of 
job performance than of other as- 
pects (for example, turnover, acci- 
dents, or earnings). 

Hand in hand with this considera- 
tion is the fact that, in personnel se- 
lection, the application blank is usual- 
ly reviewed as a whole by an employ- 
ment interviewer, a procedure that ob- 
viously involves a great deal of sub- 
jective judgment on his part. Conse- 
quently, the success of the form in pre- 
dicting job performance depends not 
only upon the accuracy of the job de- 
scription used as a reference, but also 
upon the skill of the interviewer and, 
most importantly, on his knowledge 
of the validity of individual items in 
relation to certain jobs and criteria. 
Unfortunately, however, it is this last 
critical point that most organizations 
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fail to check out with empirical data. 
In this article, we shall endeavor to 
point out that such data are not dif- 
ficult to obtain and may materially 
help the employment interviewer in 
arriving at better hiring decisions. 


Design of the Study 

The study outlined here describes 
the way in which the potential value 
of the routine application blank used 
at Yale University was enhanced 
through appropriate research meth- 
ods. The purpose of the study was to 
develop a way of scoring the applica- 
tion blank to select clerical and secre- 
tarial employees who were most likely 
to remain on the job. In other words, 
it was designed to explore the possi- 
bility of using the blank as part of a 
selection program aimed at reducing 
turnover. 

The first step in the study was to 
find out which items in the applica- 
tion blank actually differentiated be- 
tween short-tenure and long-tenure 
employees who had been hired at 
about the same time. For this purpose, 
120 women office employees, all of 
whom had been hired between 1954 
and 1956, were studied. Half of these, 
designated the “long tenure” group, 
were women whose tenure was from 
two to four years and who were still 
on the job. The other 60 employees 
had terminated within two years and 
accordingly were designated the short- 
tenure group. Of this group, 20 per 
cent had terminated within six 
months and 67 per cent within the 
first year. The sample excluded 
known “temporaries” and summer 
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TABLE 1 


How Item-Responses by Long- and Short-Tenure Office Employees Compared. 
APPLICATION BLANK 


Local address 
Within city 
Outlying suburbs 


Previous Salary 
Under $2,000 
$2,000-3,000 
$3,000-4,000 
Over $4,000 

Age of children 
Preschool 
Public school 
High school or older 


SHORT-TENURE LONG-TENURE 
GROUP GROUP 


PERCENTAGE OF WEIGHT ASSIGNED 


TO RESPONSE 


39 
50 


62 
36 


+2 
—2 


35 8 
38 32 —1 
8 2 —1 
7 10 0 
iB 48 +3 


30 0 
41 38 0 
13 12 0 

4 4 0 


= 


31 


12 4 
53 33 
35 63 


--3 
-—3 
+3 





employees. The women studied had 
all been hired as “permanent” em- 
ployees, and all who had left had done 
so voluntarily. 

The application blank in question 
is similar to those used in most organ- 
izations. It takes up four pages and 
includes approximately 40 items—per- 
sonal data, work history, education, 
interests, office skills, and the like. The 
original application blanks of the em- 
ployees in both the short- and long- 
tenure groups were examined and the 
responses to the individual items were 
then compared to determine which, 
if any, differentiated the employees 
who terminated from those who 
stayed and, if so, which items were 
the best predictors of tenure. 

A preliminary review suggested the 
ways in which to classify the answers 
to the various items. The next step 
was to tally the responses for each 
group and then convert them to per- 


centages to facilitate comparisons. 
Some examples of items that did and 
did not differentiate between the two 
groups are shown in Table I. As the 
table shows, local address, for instance, 
was a good differentiator, but previous 
salary was not. Certain responses to 
the question of age also distinguished 
between the two groups, as did “rea- 
son for leaving last employment,” 
“occupation of husband,” and “num- 


ber of children.” 


Weighting the Items 

Since some items were found to be 
better predictors of tenure than oth- 
ers, it seemed reasonable to assign 
them more weight in the actual hiring 
procedure—the next step in our study. 
Thus, items that did not discriminate 
were weighted zero (i.e, they were 
not counted). Others were weighted 
negatively (they counted against the 
applicant), and still others, positively 
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(in favor of the applicant). For exam- 
ple, an address in the suburbs was 
more characteristic of short-tenure 
employees, and so this response was 
scored negatively. An address in the 
city, on the other hand, was scored 
positively. Similarly, “age over 35” re- 
ceived a positive weight, but “under 
30” received a negative weight. 

Next, the size of the weight was de- 
termined. Items that showed a bigger 
percentage difference between the 
long- and short-tenure groups were 
given a higher weight. For example, 
“age under 20” was weighted —3, 
whereas “age 26-30” was weighted 
only —1. (Though there are more pre- 
cise methods for assigning weights,’ 
we found that the simple but syste- 
matic procedure described above 
yielded comparable results.) 

An applicant’s total score is, of 
course, obtained by adding or sub- 
tracting the weights scored on each 
item on the application blank. In our 
first sample, we found that total scores 
ranged from —17 to 27, the average 
score for the short-tenure group be- 
ing —2.3, while that for the long- 
tenure group was 8.9—a difference of 
11.2, which is highly significant sta- 
tistically. The correlation between the 
total scores made by these employees 
and their subsequent tenure was .77. 

This correlation was, of course, mis- 
leading and spuriously high since we 
had calculated it from the very sam- 
ple from which we had determined 
the weights for the individual items 
* See, for example, W. H. Stead and C. L. Shartle, 


Occupational Counseling Techniques, American 
Book Company, New York, 1940. 
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in the first place. To obtain an unbi- 
ased estimate of the validity of our 
scoring procedure, we had to try it 
out, therefore, on an independent sam- 
ple of employees. 


The Cross-Validation Study 

Accordingly, the application blanks 
of a second random sample of short- 
and long-tenure girls, hired during 
the same period, were drawn from the 
files. Again, the short-tenure group 
consisted of girls who had left within 
two years and the long-tenure group 
was composed of those who were still 
on the job after two years or more. 
The scoring system developed on the 
first sample was then applied to the 
application blanks of this second 
group (85 clerical and secretarial em- 
ployees). 

The range of scores for this sample 
was —10 to 21; and the correlation 
with subsequent tenure was 57. This 
confirmed that the weighted blank 
did possess a high degree of validity 
for predicting tenure. The average 
score for the short-tenure group was 
—0.7, while that of the long-tenure 
group was 6.3. Again, this was a sta- 
tistically significant difference. A re- 
check was also made on the individu- 
al items, which showed, in general, 
that those items which differentiated 
in the first sample did so in the second 
sample as well. 

We had, then, a selection instru- 
ment that indicated the probability of 
an applicant’s staying with the organ- 
ization or not, but the question of 
how to use it in reaching the actual 
hiring decision still remained. Of 
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TABLE 2 
Obtaining A Cutting Score by Using “Maximum Differentiation” 


PERCENTAGE OF SUBJECTS AT 
OR ABOVE A GIVEN SCORE 


TOTAL SCORE 
. - TENURE EMPLOYEES 


21 
20 
19 
18 


CUTTING 
SCORE 


A B 
PECENTAGE OF LONG- PERCENTAGE OF SHORT- 


INDEX OF DIFFEREN- 
TIATION 
(A MINUS B) 


TENURE EMPLOYEES 


POINT OF 
GREATEST 





TER GTR sf eee aUten@wvo 
SSLSsssesssunyisssrssy 


DIFFER- 
ENTIATION 


0 
0 
0 
0 
0 
0 
0 
0 
3 
3 
5 
8 
10 
14 
15 
17 
20 
22 
27 
32 
39 
42 
46 
54 
66 
68 


76 
85 
90 
94 
98 
100 





course, such factors as the relative im- 
portance of turnover in the organiza- 
tion, the number of available appli- 
cants during a hiring period, and 
other selection procedures in use have 
to be taken into account here. It is de- 
sirable, nonetheless, to set a score on 
the application blank that does the 
best job of differentiating between 
“long-” and “short-” tenure risks at the 
time of employment. In other words, 
what is needed is a cut-off score that 
will maximize correct hiring deci- 


sions; or—to put it another way—a 
score that will minimize both the 
number of people hired who will turn 
out to be short-tenure employees and 
the number rejected who would have 
actually remained on the job. 

To establish our cut-off score, we 
used the method of “maximum dif- 
ferentiation.” In other words, we tab- 
ulated the percentage of employees 
reaching or exceeding each score point 
on the range, —10 to 21. We then 
calculated the differences between the 
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Percentage Below Cutting Score 


100 80 60 40 20 
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Percentage Above Cutting Score 
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FIGURE 1 
Percentages of Correct Hiring Decisions That Would Have Been Obtained 


Through Using 


Cutting Score 





percentages obtained in the two 
groups at each score point to find the 
point of greatest differentiation. 

The result is shown in Table 2, 
from which it will be seen that in our 
case the difference between the two 
groups reached its maximum at a 
score of +4. This told us that appli- 
cants scoring 4 points or more were 
most likely to stay on the job two 
years or more, whereas those scoring 
less than 4 could be considered po- 
tential short-tenure employees. 

Figure 1 shows the degree of success 
that would have been achieved if this 
cutting score of +4 had been used on 
our second sample of 85 employees. 
The shaded areas represent the per- 
centage of correct hiring decisions, 
and the unshaded areas, the percen- 
tage of incorrect hiring decisions. As 





may been seen, the personnel inter- 
viewer would have hired two out of 
three of the employees who stayed 
more than two years, and rejected ap- 
proximately four out of five of those 
who had left before that time. 

Finally, to facilitate routine scoring, 
we constructed a cardboard template 
for each page of the application blank.” 
In the template are windows, which 
expose only the responses to be scored. 
The weights for each response are 
printed on the template next to the 
appropriate window. 

An interesting offshoot of our study 
was the picture it yielded of the wom- 
an office worker most likely to be the 
best long-tenure risk at Yale Univer- 
sity. We arrived at it by using the ap- 


2 W. F. Wood, “A New Method for Reading the 
Employment Questionnaire,” Journal of Applied 
Psychology, Vol. 31 (1947), pp. 9-15. 
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plication blank items that differentiat- 
ed between long- and short-tenure em- 
ployees in both our original and our 
cross-validation samples. Here is a 
profile of the typical long-tenure 
woman office employee at Yale: 


She is 30 years old or over, has a local 
address rather than a suburban one, is 
married (but not to a student), or is a 
widow. Her husband is most likely to be 
an executive or a professional man. She 
may have one or two children, but if she 
does they are of high school age or over. 
At least one member of her family has 
been employed at Yale. She herself is not 
employed at the time of application. She 
has had a business, secretarial school, or 
college education, and can often speak 
more than one language. If she can type, 
she does so at a speed of 50-60 words per 
minute. Usually, she cannot take short- 
hand—but if she does, it is at a relatively 
high rate of speed. She does not list more 
than one outside interest aside from work, 
and that one indicates that she is most 
interested in organizations and people. 
Finally, she spent at least two years at 
her last job. 


The findings of our study bear out 
those obtained in previous studies at 
the Prudential Life Insurance Com- 
pany * and the Minnesota Mining and 
Manufacturing Company,* both of 
which showed that a high degree of 
predictability of turnover among fe- 
male office employees was achieved 
from a weighted application blank. 
Our study extends the generality of 
these findings from two diverse com- 


*P. H. Kreidt and M. S. Gadel, “Prediction of 
Turnover Among Clerical Workers,” Journal of 
Applied Psychology, Vol. 37 (1953), pp. 338- 
340. 


“W. K. Kirchner and M. D. Dunnette, “Apply- 
ing the Weighted Application Blank Technique 
to a Variety of Office Jobs,” Journal of Applied 
Psychology, Vol. 41 (1957), pp. 206-208. 


panies to a university organization. 
However, an examination of all three 
studies underscores the fact that the 
specific biographical items contribut- 
ing to prediction of turnover vary 
from one organizational setting to the 
next. Thus, while the validity of the 
general technique for predicting turn- 
over has been established for clerical 
employees, the weighted application 
blank that will work best for a par- 
ticular company must be tailor-made 
for that organization. 

Another consideration worth men- 
tioning, perhaps, is that though the 
biographical data used here have been 
found to be most useful in predicting 
turnover, other studies have indicated 
that such data are also of value in pre- 
dicting accidents and proficiency. 
(They have been found especially 
useful in predicting proficiency in the 
sales field.) ° Of course, turnover and 
proficiency are not unrelated—it is 
well known that many girls leave be- 
cause of low proficiency. However, 
the company that uses other selection 
instruments to predict proficiency can 
combine them with the weighted ap- 
plication blank scores and thereby se- 
lect employees who will be the best 
risks in terms of both proficiency and 
tenure. 

One final point: The research de- 
scribed in this article is relatively in- 
expensive. Indeed, most companies 
have file drawers literally bulging 
with application blank data that are 
well suited to the kind of analysis de- 
scribed here. 


*“The AI-4-48 In Use: A Selection Study,” Life 


Insurance Agency Management Association, 
Hartford, Conn., 1951. 
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Tue mrrovucrion oF a liberal paid- 
absence plan—particularly one that 
extends sick-leave benefits to hourly 
paid employees—is often viewed with 
suspicion by managers because they 
feel it will be abused and eventually re- 
sult in increased absenteeism. Because 
little statistical data on the operation 
of such a plan are available, the pro- 
posal is sometimes rejected out of 
hand. Is this attitude justified? Some 
light on this question is thrown by 
the study of the actual operation of 
one liberal paid-absence plan reported 
here. 

The plan in question was estab- 
lished several years back by Trans- 
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Three years after installing an unusually lib- 
eral paid-absence plan covering both salar- 
ted and hourly paid employees, this New 
England company took a look at bow the 
plan had actually worked in practice. Here’s 
what it found out. 


Does a Liberal 
Paid-Absence Plan 


Encourage 
Absenteeism? 


Sonics, Inc.,.a small New England 
company with about 200 employees. 
Trans-Sonics manufactures pressure- 
and temperature-measuring instru- 
ments for the missile and aircraft in- 
dustry. Like most small technical com- 
panies, it has a comparatively large 
engineering department, employing 
30 per cent of the total workforce. 
About 50 per cent are production 
and maintenance employees, and the 
balance work in administration and 
sales. 

Under the paid-absence plan, em- 
ployees with more than three months’ 
service with the company are paid in 
full for up to four consecutive weeks 
of absence due to an accident or ill- 
ness; employees with more than one 
year’s service are paid for up to eight 
consecutive weeks of absence; and 
those with more than three years’ serv- 
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ice are paid for up to 13 consecutive 
weeks. In all cases, a doctor’s certifi- 
cate is required, and absences of less 
than one week are paid for at the dis- 
cretion of the employee’s supervisor. 
In essence, then, an employee is paid 
for any absence unless his supervisor 
feels he has abused the privilege. 

After the plan had been operating 
for three years, it seemed reasonable 
to evaluate the results, especially since 
some of the company’s managers had 
raised such questions as: Do the em- 
ployees take unfair advantage of the 
plan—especially plant personnel, who 
are not ordinarily paid for absences? 
What is the absentee rate? What is the 
frequency of absences? 

To perform the evaluation, we 
studied the records of employees over 
a two-year period to determine: 

1. The rate of absence. 

2. The frequency of absence. 

3. How the absentee rates of plant per- 

sonnel compared with those of office and 

engineering personnel, as well as with 
those of supervisory and professional per- 
sonnel. 

4. How our absentee rates compared with 

those in other organizations. 

5. How the absentee rates of women com- 

pared with those of men. 

6. What standards could be used as a 

guide for supervisors in judging the ab- 

sentee rates of employees within their de- 
partments. 

For the purposes of the study, a 
day’s absence was defined as any 
scheduled work day when the em- 
ployee missed more than four hours’ 
work, except when on jury or mili- 
tary duty. With so few people to study, 
the survey had to be conducted over a 
considerable period of time to yield 


an adequate sample. Therefore, we 
studied absentee records from January 


1, 1958, to November 1, 1959. 


Rate of Absence 

The company’s absentee rate for the 
period of the study was found to be 
5.5 days per year per employee. Using 
the Labor Department’s Bureau of 
Employment Security formula’ gave 
us a rate of 2.29. We preferred the 
days-per-year-per-employee approach 
for internal use, however, since it 
gives the supervisor a more signifi- 
cant and more easily understood fig- 
ure. Nevertheless, to compare our re- 
sults with other companies, we had to 
adopt the BES rate because of its 
wider use in industry. 

Our distribution-of-absence figures 
yielded the following picture of our 
absentee situation for the period in 
question: 

Paid absences accounted for 5.3 days 

per year per employee (91 per cent of all 

absences). 

P Illness of the employee accounted for 

4.6 days per year per employee (87 per 

cent of all paid absences). 

9 per cent of employees were not absent 

over the 22-month period. 


P21 per cent of employees were absent 
more than the average of 5.5 days per 
year (68 per cent of all absences). 

The frequency-of-absence rate was 2.5 
times per year per employee. 


To determine the relationship in 


absentee rates among our personnel 
—the third item in our evaluation— 


* Rate=number of man days lost through job 
absence during period x 100, divided by aver- 
age number of employees x number of work 
jays. 
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we divided our employees into three 
general job classifications: 


1. Production and maintenance (tradi- 
tionally not paid for absence). 

2. Office and engineering (non-exempt 
personnel usually paid for absence). 

3. Supervisory and professional (exempt 
personnel paid for absence, except in un- 
usual circumstances). 


As may be seen from Table I, super- 
visory and professional personnel had 
the lowest absence record and office 
and engineering personnel the high- 
est. This was to be expected, since the 
latter group has a greater proportion 
of women, who normally have a high- 
er rate of absence. 


Frequency of Absence 

A more significant figure when 
comparing rates of absence, however, 
is the frequency of absence, since total 
absence may be heavily weighted— 
especially in a small company—by a 
few long-term absences. From our 
study, we found that the frequency of 
absence of the production and main- 
tenance personnel was about the same 
as that of the supervisory and profes- 
sional personnel—a strong indication 
that the plant personnel were not 
abusing the plan, at least in relation to 
other groups in the company. How- 
ever, in view of the widely held belief 
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that absence is encouraged if paid for, 
and discouraged if pay is disallowed 
for it, for our figures to be truly sig- 
nificant, we had to know how strictly 
the plan was being administered in 
each group. 

To determine this, we compared the 
unpaid-absence records for the three 
groups. The results can be seen in 
Table II. As expected, the supervisory 
and professional personnel had very 
little unpaid absence, and absence for 
which pay was denied was about equal 
in the other two groups. Thus, our 
belief that plant personnel were not 
taking advantage of the plan in com- 
parison with other groups in the com- 
pany was strengthened. 

For the fourth part of our study, we 
compared the absentee rates under 
our liberal plan with the rates of other 
companies. This proved to be a rather 
difficult undertaking, since there are 
very few published surveys regarding 
absenteeism, largely because it is dif- 
ficult to compare rates without a 
standardized system. Even in the few 
surveys we did find, we had to change 
our method of figuring rates before 
we could compare statistics. We finally 
decided that the three surveys that 
follow afforded the best measures of 
comparison. 





TABLE | 


AVERAGE PAID ABSENTEE RATES 
(By Job Classification) 


EMPLOYEE GROUP 
Production and maintenance 
Office and engineering 
Supervisory and professional 


DAYS PER YEAR FREQUENCY 
48 2.6 
7.3 42 
4.0 2.5 








DOES A LIBERAL PAID-ABSENCE PLAN ENCOURAGE ABSENTEEISM? 





TABLE Il 


AVERAGE ABSENTEE RATES 
(By Job Classification) 


EMPLOYEE GROUP 


PAID ABSENCE 


UNPAID ABSENCE 


Sickness Personal 


Production and maintenance 45 
Office and engineering 6.3 
Supervisory and professional 3.3 


3 
1.0 





Comparison with Other Companies 
The first was the National Indus- 
trial Conference Board’s survey of 
paid sick-leave plans for hourly work- 
ers and paid sick-leave plans for non- 
exempt, salaried workers.? Only 13.5 
per cent of the companies surveyed 
had a sick plan for their hourly work- 
ers, the most popular allowance be- 
ing five days per year. Our average 
rate of absence for production and 
maintenance personnel was 5.1 days 
per year per employee. Thus, it was 
comparable to the popular allowance. 
Seventy-two per cent of the com- 
panies surveyed by the Conference 
Board had a formal or informal plan 
whereby sick-leave pay was given to 
non-exempt, salaried personnel, the 
most popular allowance being ten days 
per year. Our average rate of absence 
for office and engineering personnel 
was 7.7 days per year per employee 
—again falling well within the popu- 
lar allowance for a comparable group. 
Our second basis of comparison 
was the Bureau of National Affairs’ 
1954 survey “Computing Absentee- 
ism Rates,” which gives the absentee 
rates for the first six months of 1954 


* “Personnel Practices in Factory and Office,” 
Studies in Personnel Policy, No. 145, National 
Industrial Conference Board, New York, 1955. 


for 56 companies, representing a broad 
cross-section of industry. Following 
are some of the findings of this sur- 
vey,” compared with our rates: 


> Absentee rates, representing percentages 
of scheduled work-time lost for all em- 
ployees, ranged from a low of 1.30 to a 
high of 6.90; a rate of 2.70 was the aver- 
age (median) “all-employees” rate among 
the companies studied. (The absentee rate 
at Trans-Sonics, Inc., was 2.29—a definite 
indication that employees do not abuse a 
liberal paid-absence plan.) 

Percentages representing top absentee 
rates acceptable to the members of the 
BNA panel ranged from a low of 1 to a 
high of 6, with 3 as the median. (The 
rate at Trans-Sonics, Inc.,—2.29—was less 
than that considered acceptable by this 
cross-section of industry.) 

P Absentee rates for plant employees 
among the companies studied (expressed 
as percentages of scheduled work-time 
lost) ranged from .80 to 8, with 2.90 as 
the median. (The absentee rate for pro- 
duction and maintenance workers at 
Trans-Sonics, Inc., was 2.14, well below 
median of the BNA survey.) 


The third and last absenteeism sur- 
vey included in our study was one 
made by the Merchants and Manufac- 
turers Association of Los Angeles in 
1954. Here the over-all absentee rate 


* Personnel Policies Forum Survey, No. 27, 
Bureau of National Affairs, Inc., Washington 7, 
D. C., 1954. 
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TABLE Ill 


DAYS PER YEAR ABSENT 
(By Sex) 


PAID ABSENCE 


Sickness Personal 
Women 7.2 3 8.1 


Men 3.8 4 44 


Total 


UNPAID ABSENCE TOTAL FREQUENCY 


3 8.4 4.1 
| 45 2.0 





among the companies surveyed was 
2.8 per cent. Eliminating the exempt, 
salaried employees, the rate was 3 per 
cent. Employers providing sick pay 
had a slightly higher average absentee 
rate (3.1 per cent) than those who did 
not (2.8 per cent). The over-all rate at 
Trans-Sonics, Inc., was 2.29 per cent, 
considerably below either survey rate. 
Thus, all the evidence pointed to the 
conclusion that our absentee rates un- 
der our liberal paid-absence plan com- 
pared very favorably with those of 
other companies. 

We realized, however, that we could 
only continue to pay for absence pro- 
vided we were able to maintain the 
reasonable rate we had experienced 
thus far. This meant establishing 
standards for our supervisors to use in 
measuring absenteeism within their 
groups. To set up these standards, we 
first separated the rates of absence for 
men and women. 

Table III confirms the popular be- 
lief that women have a higher absentee 
rate than men. In our company, in 
fact, over the period studied, it was 


almost double. The further finding 
that the unpaid-absence rate among 
women was three times as great as 
among the men indicates that the 
leniency or severity of supervisors 
was not a deciding factor. 

As a result of our study, our super- 
visors now have the average absentee 
rates for men and women for the past 
two years to use as a yardstick in 
measuring absenteeism in their groups. 
It is to be expected that some employ- 
ees will legitimately exceed these aver- 
ages. However, in such cases, espe- 
cially when the frequency rate is ex- 
ceeded, each absence will be carefully 
investigated, 

Of course, any conclusions to be 
drawn from this study apply only to 
our company and should not be gen- 
eralized. The findings do indicate, 
however, that a liberal paid-absence 
plan can be administered successfully 
and need not be abused. They also 
show that production and mainte- 
nance workers, who are not usually 
paid for absences, do not abuse the 
privilege when it is granted to them. 


car 


PRODUCTIVITY AMONG OFFICE WORKERS does not decline with age, a Bureau of Labor 
Statistics study reveals. Workers over 45 show about the same average output per 
man hour as their juniors, and many do better than average. The older workers, 
moreover, show a steadier rate. 





Since traits can only be inferred from the way a 
man goes about his job, why should we bother 
with mere inferences when we can base our judg- 








ment on performance itself? 


What Should Ratings Rate? 


A. C. MacKINNEY 


lowa State University 
Ames, lowa 


Ever sixce industrial psychologists 
emerged as a distinct and separate 
breed, they have been telling the busi- 
ness world how to make judgments 
about people. Admittedly, this is by no 
means a simple process. Indeed, as any 
textbook will reveal, a thoroughly be- 
wildering assortment of methods 
aimed at making appraisals more sys- 
tematic, reliable, and valid is now 
available. Thus, we have ranking, 
paired comparisons, scaled behavioral 
check lists, forced choice ratings, and 
so on. But aside from the fact that the 
psychologists themselves are seldom in 
agreement as to how good or bad these 
various methods are, this preoccupa- 


tion with procedures does not take us 
very far. All it can tell us is how to 
make ratings. But it throws no light 
on the more fundamental question, 
what actually should employee ratings 
rate? 

In an article in the Harvard Busi- 
ness Review some years back, Doug- 
las McGregor had some interesting 
things to say on this subject, among 
others.’ His answer to the question, 
what should we rate, seems to me to 
have boiled down to—‘“Nothing!” If I 
read him correctly, McGregor believes 
that rating is an unnatural process 
(supervisors dislike playing God, he 
says) and as such should be aban- 
doned. In its place, he would substi- 


*D. McGregor, “An Uneasy Look at Performance 
Appraisal,” Harvard Business Review, May- 
June, 1957. 
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tute a goal-setting process. Now it 
cannot be denied that there is some 
merit in this proposal because super- 
visors certainly do resist making rat- 
ings. At the same time, it is difficult to 
see how we could abolish them. So far 
as I can see, rating is inescapable in in- 
dustry—after all, every personnel ac- 
tion is based on a rating of some kind. 
It may be so haphazard and informal 
as to be unrecognizable as rating in 
any accepted sense of the word. Nev- 
ertheless, I maintain that some sort of 
judgmental process goes on all the 
time. If I am correct in this, then it 
follows that we should give some 
thought as to what actually we should 
make our judgments about. 


The Alternatives 

Here, basically, we have two alter- 
natives. First, we can rate performance, 
that is to say, the overt, behavioral 
events that happen on the job. For ex- 
ample, we can rate how well a fore- 
man “makes job assignments,” “lays 
out work space,” “exercises cost con- 
trol,” “passes out paychecks,” and so 
forth. All these things are objective 
and can be seen. On the other hand— 
and this is a fairly popular alternative 
—we can rate traits; for example, such 
things as “ability to get along with 
others,” “motivation,” “emotional ma- 
turity,” or even (though Heaven for- 
bid) “latent hostility.” Traits, of 
course, have no objective reality of 
their own—they are known only by 
inference from objective phenomena. 
No one ever saw a motivation; but on 
the evidence of certain overt behaviors 
one can make inferences about an em- 
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ployee’s motivation. Now let’s see just 
how these two different approaches 
stack up. 

Performance rating. Performance 
exists! No one seriously disagrees 
with this assertion. This means, of 
course, that performance variables are 
things that all of us can see, or some- 
how know through our senses. They 
are not things that we tend to disagree 
on, at least very often, because our 
senses are comparatively reliable re- 
vealers of what is going on. Of course, 
they are not infallible, as any common 
geometric illusion will readily demon- 
strate. Nevertheless, our senses do 
tend to be more reliable than anything 
else as a basis for judgment. Here, 
then, we have the major advantage of 
performance rating; more than one 
person can agree on whatever it is 
that’s being rated. 

Trait rating. To make the blanket 
statement that traits exist is asking for 
trouble—we just can’t be that sure. 
The reason for this is fairly clear. 
Traits exist in our heads as convenient 
verbal summaries. If they are good 
summaries, they do stand for certain 
kinds of behaviors about which there 
can be substantial agreement; but if 
they are bad ones, they have no be- 
havioral referents. For example, take a 
trait like “latent hostility.” This, in my 
opinion, verges on the ridiculous sim- 
ply because not even the experts can 
agree precisely which behaviors reveal 
the existence of this particular trait. 
In fact, not long ago, when I was con- 
structing a rating scale for a group of 
clinical psychologists, psychiatrists, 


and social workers who were inter- 











ested in rating the degree of adjust- 
ment, or mental health, this was one 
of the items they wanted to rate. But 
when I asked them to single out what 
kinds of behaviors one should look 
for to make inferences about and 
judge the degree of “latent hostility,” 
they couldn’t, for the life of them, 
come up with anything you could put 
your finger on. 

Remember, these were all clinicians. 
Yet they simply had no idea what the 
behavioral referents for their verbal 
summary were—and some even went 
so far as to say that there weren’t any. 
How, we may well ask, can anything 
be worth rating that has no sensory 
reality but exists only as a verbaliza- 
tion that some people carry around in 
their heads? As Stuart Chase once ob- 
served, man is the only animal who 
creates verbal monsters in his own 
head, projects them on the outside 
world, and then acts as if they really 
exist!? 

Nevertheless, despite my objections, 
my clinical friends insisted that we try 
“latent hostility” and so we did. As 
might be expected, in actually using 
the scale, none of the raters could 
agree on what the term meant. Or, 
as we psychologists would say, the 
item had no “inter-rater reliability.” 
Yet, when you get right down to it, 
“latent hostility” is pretty much the 
same kind of trait as “ability to get 
along with others,” “emotional matu- 
rity,” “motivation,” and a hundred 
others being used right now in rating 
scales all over the country. In fact, if 


*S. Chase, The Tyranny of Words, Harcourt- 
Brace & Co., New York, 1938. 
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you don’t have at least one verbal 
monster or more in your own rating 
system, you are unusual indeed.* 


Leave Trait Rating to the Clinicians 
Let’s consider some other examples 

of traits in common use—say, “re- 

sponsibility,” “judgment,” “realism,” 


“initiative,” “creativity,”  “self-relli- 
ance,” “industry,” “perseverance,” “ef- 
ficiency,” “planning ability,” “trouble- 
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maker,” “conscientiousness,” “reason- 
ing ability,” “immaturity,” and the big 
one, “potential.” All of them, as I have 
already pointed out, are simply verbal 
summaries without any objective real- 
ity of their own. The only way they can 
be known is by inferring something 
about them from something else that is 
objective. But what is this something 
else, other than performance? Why, 
then, should we bother with mere infer- 
ences when we can make our judg- 
ments about the performance itself? 
To clarify this point still further, let 
us see exactly what a pair of raters has 
to do in trying to rate a trait like “po- 
tential.” First, they have to decide 
what behaviors are potential-type be- 
haviors. Right here, one or both of 
them generally fall off the wagon be- 
cause there isn’t any general agree- 
ment as to what behaviors actually are 
revealers of potential. And even if 
there were, the raters would then have 
to observe the agreed-upon behaviors, 
sampling them in such a way as to be 
able to make reliable generalizations 


* For an attempt to dispel some of the confus- 
ion presently surrounding these verbal monsters, 
see W. B. Chew and L. E. Howell, “New Light 
on Trait Rating,’ PERsonNEL, March-April, 1960, 
pp. 42-46—Ep. 
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from the sample to the ratee’s total be- 
havior. Third, they would have to de- 
cide the degree to which each of these 
various behaviors reflected the trait 
“potential” and then, by means of 
some intuitive and mysterious weight- 
ing process, combine these differing 
degrees into a summary trait rating. 
Is it any wonder that supervisors re- 
sist rating? Surely, it would be less 
time consuming and certainly far 
more satisfactory all around if raters 
were confined to making judgments 
about the behaviors themselves and 
left this complicated, intuitive deduc- 
tion of inferences to the clinicians. 
The rating scale I mentioned earlier 
brought this point out very clearly. On 
the items to be rated that were essen- 
tially inferential in nature (i.e., traits 
rather than behaviors) we could not 
get raters to agree, despite the fact that 
they were observing and rating the 
same people at much the same time. 
The only items on which we did get 
reasonably good rater agreement were 
the highly overt performance factors. 
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I don’t mean to imply here, of 
course, that if we stop rating traits we 
shall have trouble-free appraisals from 
then on. Appraisals present all sorts of 
other problems that still remain to be 
solved. I do maintain, though, that if 
we stay away from inferences and 
confine rating to on-the-job perform- 
ance, we can expect rather better rat- 
ings than we usually get now. 

In short, it seems to me that trait 
rating is too complex an inferential 
task to expect much validity and reli- 
ability from it. The evidence supports 
this rather well. What we should do 
instead is first, describe the job pre- 
cisely in terms of what is actually done 
in carrying it out; second, observe 
these various elements of perform- 
ance, making certain that we are not 
looking at an unusual or atypical piece 
of the whole; and third, rate these per- 
formances. In other words, we should 
ask ourselves, for example, “What kind 
of a job does Jones do in prevent- 
ing waste of tools and materials?” not 
“How good is Jones’s judgment?” 


What Kind of Strength in Labor—and Management? 


Prospective labor leaders tend to be more altruistic, less concerned with the practical, 
and less responsible and socially mature than their counterparts in managemént, 
according to a study conducted by Howard M. Bogard and reported in the Journal 
of Applied Psychology. Comparing students and graduates of a union training insti- 
tute with an equal number of management trainees (and former trainees), the 
study found in the union trainees a long-standing propensity to overt conflict with 
authority figures. Often unsuccessful in relations with their peers, they had been 
given early training in independence by relatively non-conforming parents. The 
management trainees scored higher on aggressiveness than the union group, but 
seemed to have channeled their aggressive drives into more socially acceptable areas. 
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Building Acceptance of a 
Communications Program 


Fear 1s frequently the cause of manage- 
ment’s silence. Companies without com- 
munications programs today are in many 
cases headed by men afraid of the reac- 
tion of employees—or the union repre- 
sentatives—to a program designed to in- 
terpret company policies and beliefs. 
Many insist that “employees wouldn’t be 
interested in the company’s version.” 

That’s nothing but an old wives’ tale. 
It is the type of entrenched viewpoint 
that too often keeps management from 
telling its own story to its own people. 
It is the type of self-imposed censorship 
that stands in the way of improved em- 
ployer-employee relations. 

Despite strong executive-level pessi- 
mism, one company decided to see if it 
could break down the facade of employee 
skepticism—real or imagined—and gain 
some measure of acceptance for a new 
employee-communications program. 


clinic 


Robert Newcomb and 
Marg Sammons 


When certain top executives insisted 
that “unless a worthwhile program can 
be assured of acceptance, we will con- 
tinue to veto the idea,” the personnel di- 
rector arranged for a survey to be con- 
ducted by outside pollsters. In personal 
interviews, employees—who were as- 
sured of anonymity—were asked frankly 
what information they would like to 
have about the company and its activi- 
ties. As a result of the survey, the per- 
sonnel director was able to document his 
belief that employees wanted to know 
exactly what management wanted most 
to tell them. 

To serve as a double check on the sur- 
vey, and at the same time assure contin- 
ued—as well as immediate—acceptance 
for the program, the personnel director 
arranged for a contest. The time-worn 
technique of inviting employees to name 
the new company magazine was used, 
with a prize of substantial value dangled 
before the winner. 

The personnel director recognized, 
however, that out of a possible 3,000 par- 
ticipating employees, only one could win. 
Thus the ultimate, dismal statistic might 
readily read: one elated, prize-winning 
employee; 2,999 disgruntled employees, 
all of whom had submitted, in their view, 
superior titles. Good will toward a com- 
pany doesn’t result from such lop-sided 
tournaments. 
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The solution was simple: Additional 
awards. Granted that only one employee 
could win the prize for naming the pub- 
lication, why not have employees suggest 
subject material for the new magazine, 
for bulletin boards, and so on, and give 
awards for all accepted suggestions? This 
would accomplish two objectives: (1) 
Underscore the fact that the program was 
truly a medium in which the company 
invited employee participation, and (2) 
find out exactly what it was the employ- 
ees most wanted to know. 

Veterans of industrial relations will 
probably guess the answer: The company 
was swamped with suggestions for sub- 
jects, in most cases requesting precisely 
the information the management had 
wanted to convey. For example: 

1. The state of the business—good or 
bad. Employees wanted to stop depend- 
ing on rumor: they wanted the facts 
straight from management. 

2. What the future looked like from 
the viewpoint of company expansion, di- 
versification, automation, competition, 
etc. 

3.What the other company plants were 
like, where they were located, what prod- 
ucts they manufactured, and what meth- 
ods they used. 

4. What the officers of the company 
locked like, and something about them. 
Most of the employees had not had an 
opportunity either to see or to meet new 
members of management in this fast- 
growing concern. 

5. The history of the company. Em- 
ployees said they would like to know 
something about the early days, as well 


as the more recent period of company 
growth. 
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6. The benefits available to employees. 
A number of suggestions indicated the 
need for clarification of the employee 
benefit program. It was plain that many 
benefits that were costing the company a 
sizable chunk of money were neither un- 
derstood nor appreciated. 

7. News of promotions from within— 
who made the grade. (Employees want 
to be assured that they have'a chance for 
advancement.) 

Each employee who submitted an ac- 
cepted topic was given an award. The 
company was so elated, however, with the 
extent of employee participation that it 
presented each employee who had taken 
part—winner or not—with a specially 
designed pocket lighter. 

The subsequent widespread use of 
these lighters around the plant was visible 
evidence of the gratifying degree of em- 
ployee participation. To the company 
management it meant even more: The 
acceptance of information about the com- 
pany for which the employees themselves 
had asked. 


Eight Steps in Streamlining 
Employee Communications 


Har THE battle in building or improv- 
ing an employee-communications pro- 
gram lies in knowing where you want to 
go. At Northern Illinois Gas Co., the ob- 
jective was simply stated: “Expansion of 
communications channels between man- 
agement and employees through a new 
‘team’ approach.” 

To achieve this goal, the company de- 
cided on the following eight-step pro- 
gram: 

1. An employee opinion survey. This 
clearly showed that employees wanted 








more information about the company, its 
plants, and its problems. 

2. Committees translated the recom- 
mendations forthcoming from the sur- 
vey into a program of specifics designed 
to meet the recommendations in ques- 
tion. 

3. The employees’ monthly magazine 
was made the keystone of the revitalized 
“In the Know” program. Henceforth, this 
was to serve as the new major source of 
companywide information. 

4. A special plan was developed for 
posting important company news on 
bulletin boards within the hour, through 
use of the “Flame-o-gram,” a simulated 
telegram. This medium was introduced 
in order to get speed into the program. 
At the same time, it was arranged for 
longer messages to be mailed overnight 
to the homes of the company’s 3,400 em- 
ployees. 

5. Pilot meetings were held to check 
the soundness of the idea with employ- 
ees, in order to insure smooth-running 
employee conferences later on. 

6. Employee information meetings 
were then formally established on a reg- 
ular basis. 

7. The supplementary communications 
devices—pamphlets, brochures, letters ex- 
plaining benefit plans, etc.—were studied, 
analyzed, and improved. 

8. Open-house programs for employees 
and their families were expanded. 

This spreading of the work load of 
communications between the printed de- 
vices of the magazine and the newsletter 
on the bulletin boards has given the ex- 
panded program two essential elements 
—substance and speed. The face-to-face 
meetings have given it a third essential 
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element—personality. A further benefit 
of the program, the company feels, is that 
it has encouraged employees to look to 
certain devices for certain things—to the 
company magazine, for full background 
information; to the bulletin board, for 
the news they want right now; and to 
the employee meetings, for the chance to 
ask. 


What's New in Employee 
Annual Reports? 

ANNUAL REPORTS to employees are not 
only better than they used to be—there 
are also more of them. Such, at all events, 
is the inference to be drawn from the 
contest conducted each year by the au- 
thors of this department—under the 
sponsorship of their communications 
newsletter, The Score—to determine the 
year’s best reports to employees. 

In this contest, five judges, all noted 
in their respective fields and geographi- 
cally separated, submit independent ap- 
praisals of the entries in terms of their 
quality as financial statement, journalis- 
tic value, acceptability at the plant level, 
and so on. Over the years, the judges’ 
comments have reflected a continuous 
improvement in this particular communi- 
cations device. It is not so long ago, 
for example, that they were deploring 
management’s failure to reveal more than 
the bare essentials in a report from which 
the employee could extract little or noth- 
ing; the reluctance to talk profits; and a 
certain pomposity of writing style. More 
recently, however, the judges have sin- 
gled out for praise such matters as the 
credible reporting of a business setback; 
the freer discussion of profits and the 
need for them; and the skill shown in de- 
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scribing the menace of foreign competi- 
tion in such a way that employees can 
really understand what it implies. 

The most significant development in 
reporting to employees, it has been noted, 
is the fast-growing use of the multiple 
report. Instead of depending upon a sin- 
gle communications device, more and 
more companies are now providing a 
complete “package.” Thus, employee 
group meetings, company publications, 
bulletins, letters to the employees’ homes, 
movies, and slide films are all used to 
tell the story. (The Score contest winners 
for the past three years—Aluminum Co., 
Pitney-Bowes, and Shell—all prepared 
multiple reports.) 

Many companies have recognized also 
that a certain amount of “merchandis- 
ing” is necessary for both employee and 
stockholder reports. Westinghouse, for 
example, originated the idea of present- 
ing the employee report in checkbook 
form, with each check written out to 
cover one specific cost of doing business. 
Chas. Pfizer & Co. uses a special Sunday 
supplement of The New York Times each 
year for its report, and makes a copy 
available to each employee. The Cham- 
pion Paper and Fibre Co., along with 
many other concerns, utilizes the front 
of the covering envelope to ballyhoo the 
report inside. Mountain States Telephone 
& Telegraph Co. is among the many 
that use color film in presenting the re- 
port. American Can Co. mailed its stock- 
holder report for 1959 in a company-made 
tube container. Arizona Public Service 
Co. invariably announces the impending 
arrival of its report with a unique, at- 
tention-getting item. (Last year, this was 
a tiny Navajo rug.) Caterpillar Tractor 
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Co. and State Farm Insurance Compa- 
nies include survey questionnaires with 
their employee reports, to determine how 
much information “gets through” and 
what employees in general think of the 
report itself. And part of the Worthing- 
ton Corporation report last year was pre- 
sented via closed-circuit TV. 

Do many companies combine the 
stockholder and employee report, and if 
so, does this pose any problem? Actually, 
many companies now recognize that 
stock ownership by employees is sharply 
on the rise and that accordingly it be- 
comes increasingly practical (as well as 
economical) to merge the two reports. 
Others, however, feel that a separate re- 
port for employees possesses one major 
advantage: In addition to the usual finan- 
cial information, it can also contain cer- 
tain memory-tickling facts about em- 
ployee benefits and other constructive as- 
pects of the employer-employee relation- 
ship that would not particularly interest 
the stockholder beyond the company 


gates. 


Miscellaneous Milestones 

In Employee Communications 
Wirtu Tue accelerated executive interest 
in employer-employee communications, 
brought about by certain breakdowns in 
management communications during the 
labor strike of 1959, some company ofh- 
cers are developing techniques of their 
own. In one company where group meet- 
ings of employees were established two 
years ago, the president attends one full 
session each week, just to see what’s go- 
ing on. Earlier in the year the president 
of another company started dropping in 
on group meetings completely unan- 





nounced. He says he wants to evaluate 
for himself the company’s communica- 
tions to employees, and the ability of the 
employee group to grasp what is being 
told them. 


For the past several years, a Midwest 
steel company has been recruiting talent 
not only on the college campus, but also 
in the halls of the nearby high schools. 
These latter searches have not been con- 
fined solely to seniors on the eve of grad- 
uation; they have also included juniors 
and even sophomores. The company pro- 
vides personable lecturers who show films 
to interested students. It has also sent 
along the company’s career counselors, to 
help unravel some of the knots young- 
sters get themselves into in trying to set- 
tle on a career. 

Now the company proposes to sponsor 
a series of father-and-son open houses, 
arranged so that employees with sons may 
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bring them to the plant, show them 
around, and—so the company hopes— 
help them decide on a career with the 
company where Dad himself works. 


Most industrialists know that, in the 
smaller communities, radio time is not 
costly, particularly at certain hours of the 
day. With the revived interest in radio, 
which has been staging a genuine come- 
back in the past year or two, some com- 
panies are now thinking of broadcasting 
an informal weekly report of local origin, 
covering highlights of plant and product 
news, employee interviews, service anni- 
versaries, and other material of commu- 
nity interest. (One manufacturer de- 
scribes this as a “house organ that has 
taken to the air.”) The easiest part: Get- 
ting it started. The hardest part: Keep- 
ing it going. Best advice: Plan it care- 
fully, patiently, and at least eight to ten 
periods ahead. 


An “A” For Enterprise 


Tuis year some 200 American students will hold administrative training jobs abroad, 
ranging in duration from two to six months, while an equal number of foreign 
students gain experience here, reports Business Week. Under a program begun 11 
years ago by the Association Internationale des Etudiants en Sciences Economiques 
et Commerciales, more than 10,000 jobs in 24 countries have been exchanged so far. 
Operating chiefly in Western Europe, the Americas, and the Near East, AIESEC has 
100,000 members and has recently set up a permanent secretariat in Geneva. 

American participation in the plan began four years ago with two universities. 
This year, 24 more schools signed up. To handle next year’s expected volume of 500 
jobs, AIESEC-U.S. is establishing permanent headquarters in New York. 

To win his way abroad, each student secures a job offer from a native company; 
then, paying his own transportation, he changes place with a foreign student who 
has done the same. Employers merely furnish a “living wage.” 











from the 


; arbitration docket 





The Issue 


The Contract 


The Union’s Argument 





Can the company be held fi- 
nancially responsible for lost 
time when recall notices mailed 
to employees failed to reach 
them in time because of poor 
postal service? 


Recall notice is required “by 
first-class mail or telephone.” 


The company should have sent 
out notices earlier or tele- 
phoned. 





Can all piece workers leave 
early on completion of their 
“daily tasks”? 


Several references in the con- 


basic eight-hour day.” 


Employees on piece work have 
the right to go home when 
they produce the number of 
pieces the company has set as 
their “daily task.” 





Does the company have to fol- 
low procedures for promotion 
in filling a “lateral transfer”? 


The contract provided for sen- 
jority in promotions but did 
not answer this ques- 
tion specifically. 


The grievant prefers a job in 
another department. That 
makes the transfer a “promo- 
tion” as far as he’s concerned. 
So his seniority should apply. 





Does the company have to give 
vacation pay to the widow of 
an employee who qualified for 
the vacation but died before 
he had a chance to take it? 


The contract said nothing spe- 
cific on this point. 


Vacations are a form of de- 
ferred earnings. The employer 
is as much obligated to pay the 
deceased employee's estate ac- 
crued vacation pay as he would 
be for the last week's wages. 





In the arbitration of a dis- 
charge for overstaying a lunch 
period, can the company pre- 
sent evidence that the grievant 
also falsified his oe 
application when evi- 
dence was never : There dur- 
ing grievance procedure? 


The contract said nothing spe- 
cific on this point. 


The discharge must be sustain- 
ed or reversed on the basis of 
evidence the company had 
when the discharge took place. 





Can an employee be discharged 
for doing calculus homework 
during the coffee break when 
the company has a strict rule 
against employees studying on 
company time? 


The contract didn’t provide for 
a coffee break, but a 15-minute 
break was customary. 


An employee can do anything 
he wants during the coffee 
break. 





Nore. Since arbitrators do not follow precedent, these awards should not be taken 
as indicating how other arbitrators might rule in apparently similar cases. The full 
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Some arbitration decisions of broad management 


interest, digested from the American Arbitration 


Association’s Summary of Labor Arbitration Awards 





The Company’s Defense 


The Arbitrator’s Decision 





It wasn’t possible to know earlier what the sched- 
ule would be. Notices were mailed early enough 
to be received on time if the post office had given 
normal service. 


Most recall notices in the past were by mail. 
The evidence showed that all notices were post- 
at the same time, early enough to be re- 
ceived a day before the men were to report. The 
company could not be blamed for financial losses 
some employees suffered due to late delivery. 





Employees who have not been going home 
early in the past have no right to do so. 


The clauses the union cited were not sufficient 
to extend the practice to all employees, because 
the contract also recognizes the practice of 
incentive workers continuing beyond completion 
of their “daily tasks.” 





The job he secks is at the same rate of pay and 
in the same classification. So it isn’t a promotion 
and seniority doesn’t apply. 


The job the grievant sought would have in- 
volved no “improvement in status” or present 
or potential wage advantage. The company was 
correct in treating the sequest as one for “lateral 
transfer” rather than promotion. 





The contract provides for vacation pay to em- 
ployees who enlist in the armed forces or who 
go on pension. That shows the problem was not 
overlooked. If it was intended to give vacation 
pay to the heirs of deceased employees, the con- 
tract would have so stated. 


The contract provides for vacation pay in De- 
cember to employees who didn’t take the time 
off. This fact, together with other Gallas of of 
“pecuniary linkage” supports the conclusion that 
the vacation plan in this contract ts a form of 
deferred payment. The union was upheld. 





There is no time limit in the contract on in- 
vestigation of claims made on employment ap- 
plications. The falsehoods are evidence that the 
grievant was an undesirable employee. 


The company had no right to permit the union 
to carry the case to arbitration on one basis and 
then expect them to defend the grievant on 
charges not previously stated. The evidence of 
falsified employment application was ruled in- 
admissible. 





A coffee break is for relaxation, not for study- 
ing calculus. 


Past practice has been for employees to use coffee- 
break time as their own. They don’t necessarily 
have to drink coffee. Furthermore, people have 
different ways of relaxing. The grievant was re- 
instated. 





texts of any cases digested here may be obtained from the American Arbitration 
Association, 477 Madison Avenue, New York 22, New York. 
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Correspondence 





The Personnel Generalist 


To the Editors: 

As a generalist with over 20 years’ ex- 
perience in human relations, I was some- 
what surprised by Mr. Knudson’s article, 
“Enter the Personnel Generalist,” in your 
March-April issue. 

The traditional specialization to which 
Mr. Knudson refers is a hallmark of the 
central office personnel staff. In many 
such staffs specialization has undoubted- 
ly produced technicians who, though well 
grounded in theory and textbook applica- 
tion, have little understanding of what 
is actually needed to fit personnel plans 
to actual operating requirements. 

Nevertheless, industrial relations has 
developed as a recognized managemeit 
function primarily through the efforts of 
personnel managers at the plant level 
whose experiences ranged over the whole 
field of personnel administration. The 
rapid growth of unions, the requirements 
established by the Wagner Act, the de- 
mands created by World War II man- 
power problems, subsequent labor-man- 
agement legislation, and the continued 
growth of wages, pensions, welfare bene- 
fits, wage guarantees, and other labor 
costs have radically changed the original 
concept of employment management to 
one whose limits now embrace every as- 
pect of the effective utilization and man- 
agement of employee skills and abilities. 
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While some central management 
groups have failed to advance their policy 
planning and development beyond the 
engineered approach of plan administra- 
tion, the most progressive results have 
been achieved at the operating level by 
personnel men working through and 
with the line organization in managing 
personnel assets on an individual basis— 
an approach that recognizes the impor- 
tance of the individual employee’s atti- 
tudes and motivations. The Raytheon 
plan is no more than a rediscovery of a 
basic personnel principle that many 
managements have applied profitably and 
effectively for many years. 

It is true that central management 
groups have extended and refined into 
comprehensive plans the basics of wage 
and salary administration, training, com- 
munications, job evaluation, and other 
personnel policies and practices. In this 
process, specialists have emerged, many of 
whom have no experience in administer- 
ing personnel plans at the operating level. 
Thus, lawyers have been brought into the 
field of contract negotiations and arbitra- 
tion; educators into training; journalists 
into communications; and doctors into 
industrial medicine all people highly 
trained in their specialty, but lacking in 
practical operating experience. As a result, 
personnel managers at the operating level 
have often had imposed on them tech- 
nically engineered plans completely de- 
void .of the hand tailoring that is re- 











quired to fit the plan to the need. 

Originally, the personnel generalist was 
developed by managements who recog- 
nized that the achievement of the goals 
of the enterprise depended upon the co- 
ordinated efforts of many individuals. Un- 
der this principle, organizational goals 
were converted to functions to be per- 
formed by people whose incentive to ac- 
complishment was provided through chal- 
lenge, designated authority and account- 
ability, wage or salary reward, and pro- 
motional possibilities in recognition of 
and payment for their services and ability. 

If the efforts of individual employees 
are to be directed toward achieving the 
organization’s goals, each supervisor 
must be responsible for the personnel 
management of his group. In this way, 
the personnel manager is provided with 
many assistants in administering work- 
able policy. When companies were or- 
ganized on this principle, the personnel 
manager’s constant contact with line 
supervision from foreman level on up 
led to the development of the basic in- 
dustrial relations policies and practices. 
A competent personnel manager, work- 
ing closely with supervision, became adept 
in recruiting, organization, accident pre- 
vention, communications, labor relations, 
training, welfare plans, pensions, and all 
the other facets of a sound industrial rela- 
tions program. Through his continuous 
aid to line supervision, he was able to 
prevent policy from becoming static and 
to suggest needed improvements and 
modifications. It was these developments 
that in turn established the need for 
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specialists in support of the personnel 
manager and the line supervisors re- 
sponsible for maintaining and imple- 
menting the industrial relations program. 

Thus, it was the personnel generalist 
who created the need for the specialist. 
Admittedly, the generalist has lost recog- 
nition in recent years—but to suggest, as 
Mr. Knudson’s article leads the reader 
to infer, that he represents a new con- 
cept in personnel administration is an 
ironic twist indeed. 

I am glad, nevertheless, to see that 
management is reverting to the view that 
sound personnel administration can only 
be achieved by placing it at the level of 
direct contact with employees. Had not 
this principle been recognized from the 
outset, industrial relations would never 
have gained the recognition it enjoys to- 
day as a prime management function. 

G. K. Warner, Jr. 

Personnel Manager 

American Sugar Refining Company 
New York City 


(Mr. Warner is, of course, correct in 
pointing out that there were generalists 
long before the specialists gained their 
present ascendancy in the personnel field. 
However, Mr. Knudson was clearly re- 
ferring to the organization of the indus- 
trial relations function in its most charac- 
teristic form today. Viewed in this light, 
the concept described in his article does 
represent, we think, a genuine organi- 
zational innovation rather than a mere 
rediscovery of basic principles, as Mr. 
Warner avers —Eb.) 
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FrinanciAL INCENTIVES FOR MANAGEMENT. 
By Richard C. Smyth. McGraw-Hill 
Book Company, Inc., 330 W. 42 St. 
New York, 1960. 309 pages. $8.50. 


Reviewed by Edith M. Lynch* 


Written by one of the foremost author- 
ities in the compensation field, Financial 
Incentives for Management is “must” 
reading for everyone concerned with find- 
ing and retaining a sound working execu- 
tive force. On the basis of his solid 25 
years’ experience both in in-plant situa- 
tions and as a consultant, Mr. Smyth has 
provided a practical and sensible guide to 
one of the most complicated problems 
that today’s managements have to face. 

Among the numerous subjects he cov- 
ers are the factor evaluation method of 
determining salaries, how to write de- 
scriptions for management jobs, how to 
determine equitable salary ranges, stock 
option and stock purchase plans, and de- 
ferred compensation. The chapters on 
supervisory incentive bonus plans and 
executive bonus plans are well written. 
So, too, is the chapter on the touchy and 
dificult subject of salesmen’s incentive 
bonus plans. 

Probably one of the most valuable fea- 
tures of the book is its presentation of 
actual plans. In addition to the wealth of 
*Assistant Manager, AMA Personnel Division. 
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company material to be found in the text 
proper, there is an appendix showing the 
bonus and stock option and stock pur- 
chase plans of such leading American 
companies as American Brake Shoe, E. I. 
du Pont de Nemours & Company, Gen- 
eral Motors, and Congoleum-Nairn, Inc. 

Mr. Smyth’s good sense and rationality 
are everywhere apparent. He clearly rec- 
ognizes, for example, that no system is 
foolproof and that some reconciliation be- 
tween the straight organizational ap- 
proach and the man-who-is-filling-the-job 
must be found. His discussion of recruit- 
ing costs vs. hiring above the minimum 
of the range also makes sense. In his 
view, it may be better to spend more on 
recruiting than to hire above the mini- 
mum because recruiting can be a one- 
time expense and an above-the-minimum 
pay scale is a day-to-day operational cost. 

His reasoning on the granting of pay 
increases is also sound—any pay increase 
of less than 4 per cent appears to be self- 
defeating, he points out. 





His suggestion that the salary increase 
any individual may receive during a year 
should be limited to 10 per cent also 
seems reasonable and has evidently work- 
ed for many companies. 

Though not all readers will agree that 
Mr. Smyth’s is the best way to set up an 
executive compensation plan, even those 
who already have a different system 
which works well in their companies will 
find in this down-to-earth book a num- 
ber of practical pointers of general ap- 
plication. 


Bic Business AND Free Men. By James 
C. Worthy. Harper & Brothers, 49 E. 
33 St., New York, N.Y. 1959. 205 
pages. $4.00 


Reviewed by E. D. Elliott* 


To quote Mr. Worthy’s own statement 
of purpose in writing Big Business and 
Free Men, “This book seeks to explore 
the role of business in modern American 
life, the means for preserving the essen- 
tials of human freedom within the struc- 
ture of large-scale organization, and the 
emerging responsibility of business with- 
in a democratic social order.” His book 
has achieved this goal in a remarkably 
stimulating fashion. It deserves to be 
widely read by the business community. 
Furthermore, its penetrating insight into 
a philosophy of business demands that it 
also be read by those community lead- 
ers who are not engaged in business and 
who, therefore, may have a distorted 
opinion of the ethical standards that 
guide many business enterprises. 


"Vice President, Personnel, Mead Johnson & 
Company. 
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During the last few months there have 
been a number of stimulating and provoc- 
ative books written by successful busi- 
ness executives. Big Business and Free 
Men belongs in every executive’s library, 
along with Big Business and Human 
Values, by Theodore V. Houser, Free Man 
and the Corporation, by Roger Blough, 
and New Frontiers for Professional Man- 
ages, by Ralph J. Cordiner. Every indus- 
trial relations or personnel executive 
should be familiar with and proud of this 
contribution by a former practitioner of 
the profession. 

Mr. Worthy’s book not only comple- 
ments the works of Messrs. Houser, 
Blough, and Cordiner—to many it will 
appear to be even more thought-provok- 
ing. Like these other author-executives, 
he has analyzed his own extensive busi- 
ness experience. His philosophy, as ex- 
pressed in this book, is his own, though it 
has obviously been influenced by Sears, 
Roebuck and Company, which in turn 
has been influenced by Mr. Worthy’s 
thinking. 

His most noteworthy contribution, in 
my opinion, is his analysis of some of the 
“sacred cows” of the usual businessman’s 
beliefs. In examining the role of business, 
he effectively dissects some of the com- 
mon assumptions of businessmen. 

One such assumption is the usually ac- 
cepted idea that business, in the pursuit 
of its own self-interest, automatically pro- 
motes the good of all. Mr. Worthy’s solid 
conclusions on this subject should prod 
businessmen into a re-examination of 
public relations statements which use en- 
lightened self-interest to justify participa- 
tion in the improvement of their social 
and ethical environment. 
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Another provocative section of the 
book is devoted to an analysis of some of 
the concepts of Frederick W. Taylor. Mr. 
Worthy does not believe that the applica- 
tion of the engineering approach to a 
human organization is a complete and 
satisfactory answer. It appears to him 
that a successful business enterprise de- 
pends on the fulfillment of each indi- 
vidual through his work. This requires 
genuine interest in one’s work, personal 
participation or involvement, and sponta- 
neity—none of which can be present if 
the engineering approach to job assign- 
ments prevails. 

Organizational concepts also come un- 
der Mr. Worthy’s scrutiny—particularly 
the oft-debated “span of control.” As 
many businessmen know, Sears, Roebuck 
and Company is an example of a success- 
ful operational violation of this organiza- 
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tional theory. Mr. Worthy explains why 
and at the same time sets forth a thought- 
ful philosophy for placing people within 
the organizational structure. 

His concluding section, on a “Political 
Philosophy of Business,” is most timely 
in view of the increasing general interest 
of businessmen in political activity. Exam- 
ining the usual businessman’s inclination 
toward conservative politics and the 
maintenance of the status quo in the light 
of his other usual business role as an in- 
novator and researcher, Mr. Worthy’s 
analysis brings out the fact that the stand- 
ard attitudes appear incongruous with 
the requirements of the future. 

Big Business and Free Men is the work 
of an experienced businessman who has 
also successfully held public office. His 
accurate analysis of the role of business 
in our society deserves careful study. 


Briefer Book Notes 


(Please order books directly from publishers) 


LeapersHiP, PsycHoLocy, AND ORGANIZATIONAL Benavior. By Bernard M. Bass. Har- 
per & Brothers, 49 E. 33 St., New York, 1960. 548 pages. $6.50. An extensive study 
integrating into one general theory hitherto dispersed information on the behavior 
of individuals as they interact with others. Building from a foundation of general 
psychology, the author takes as his point of departure what is known about how 
people perceive, behave, and are motivated and shows how such concepts as group 
attractiveness or successful leadership can be objectified and examined in the labo- 
ratory. 


Group Dynamics: Principles and Applications. By Hubert Bonner. The Ronald 
Press Company, 15 E. 26 St., New York, 1959. 531 pages. $6.50. Emphasizing both 
theory and empirical example, the author covers such subjects as group structure, 
intergroup tensions, group learning, and leadership. He goes on to trace their appli- 
cation to vital areas of industry, community relations, and education and concludes 
with a critique of group dynamics. Among the other topics discussed are cohesive 
and disruptive forces in group behavior, group and personality dynamics, and col- 
lective problem solving. 
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Waces ANp Sararies: 4 Handbook for Line Managers. By Robert E. Sibson. 
American Management Association, Inc., 1515 Broadway, New York, 1960. 224 
pages. AMA members, $3.50; non-members, $5.25. A guide for the line manager in 
carrying out his responsibility for implementing the company’s compensation pro- 
gram. Specific data on job evaluation, merit rating, wage incentives, fringe benefits, 
and compensation for both exempt and non-exempt employees are provided. 


Tue Teacuinc or HuMaAN RELaTions By THE Case DemonstraTION MetuHop. By F. 
Alexander Magoun. Beacon Hill Press, 25 Beacon St., Boston, Mass., 1959. 169 pages. 
$4.50. Using as examples transcriptions of two complete demonstrations and samples 
of his own classroom materials, the author presents a detailed explanation of the 
use of the case demonstration method in teaching human relations. Among the 
topics covered are basic teaching theory, applying the scientific method to human 
relations, and choosing and demonstrating actual cases and their “post mortems.” 


LEARNING TO WorK IN Groups: A Program Guide for Educational Leaders. By 
Matthew B. Miles. Teachers College Bureau of Publications, Columbia University, 
525 W. 120 St., New York, 1959. 285 pages. $5.00. A guide not only for educational 
groups but also for anyone responsible for setting up, operating, and evaluating a 
program for improving group leadership and membership skill. Specific aids are 
included for designing a training program, assuming the role of trainer, and or- 
ganizing training activities. The author describes in detail 115 tested training 
activities. 


1960 GuipeBook To Lasor Retations. Commerce Clearing House, Inc., 4025 W. 
Peterson Ave., Chicago, IIl., 1960. 325 pages. $5.00. An impartial handbook of labor 
relations law from 1926 to the present, this book discusses and analyzes such key 
developments in the field as the Landrum-Griffin Act, the 1959 Labor-Management 
Reporting and Disclosure Act, the Taft-Hartley Act, and the Railway Labor Act, as 
well as the latest decisions and rulings of administrative agencies. 


Tue BustnessMan’s Emptoyet Revations Booxsue tr. National Association of Manu- 
facturers, 2 E. 48 St., New York, 1960. $2.00. A series of seven booklets, designed 
as a guide for the manager of a small business in building more effective relation- 
ships with plant, shop, and office employees. Among the topics discussed are human 
relations and efficient production, satisfying the salaried employee, and dealing with 
employees as individuals. Check points for sound collective bargaining are also 
offered. 


ForuM oN Mentat Heattu 1n Business AND INpustry. The Connecticut Mutual 
Life Insurance Company, Hartford, Conn., 1960. 42 pages. Single copies, gratis. A 
collection of addresses delivered at a Forum on Mental Health held under the 
auspices of the Connecticut Mutual Life Insurance Company last fall. Among the 
problems considered are management's responsibility for mental health in business, 
alcoholism, absenteeism in industry, and executive mental health. 


EssenTiaLs oF Psycuotocicat Testinc. (Second Edition.) By Lee J. Cronbach. 
Harper & Brothers, 49 E. 33 St., New York, 1960. 650 pages. $7.00. Completely re- 
vised and rewritten, this edition introduces or covers more extensively such topics 
as testing as a social relationship, effects of coaching, educational loading in general 
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ability tests, factors in psychomotor ability, and the 1960 Stanford-Binet test, and 
provides a more comprehensive discussion of the general principles of test selection. 
For the benefit of students without a statistical background, the introductory presen- 
tation of statistical concepts has been reorganized. 


Tue HeattH or Propte WHo Work. Edited by Albert Q. Maisel. The National 
Health Council, 1790 Broadway, New York, 1960. 268 pages. $4.50. Based on the 
reports of nearly 200 experts in various areas of occupational health at a forum held 
last year, this book points up the need for sound industrial health programs and 
offers some practical suggestions for their implementation. Specifically addressed to 
the manager of a small business. 


Tue Locat Unton-MaNnaceMENT RexationsHiP. By Milton Derber, et al. The Uni- 
versity of Illinois, Urbana, IIl., 1960. 208 pages. $4.25. An extension of the Institute 
of Labor Relations’ previous study, Labor-Management Relations in Illini City, to 43 
establishments in three Illinois localities, this report offers some hypotheses as to 
the causes of similarities and differences among union-management relationships in 
various organizations and provides a standardized set of concepts and research tools 
for making cross-establishment comparisons. 


Hicuer Epucation ror Business. By Robert Aaron Gordon and James Edwin Howell. 
Columbia University Press, New York, 1959. 491 pages. $3.50. The authors single 
out the areas of American business education that need improvement and suggest ways 


of changing them. They base their evaluation on how well education prepares the 
student for the key aspects of business: Management selection, organizational func- 
tioning, administration, the role of the businessman in society, and decision making. 


Frontiers oF INpustriaL Retations: Selected Papers. Edited by Robert D. Gray. 
Industrial Relations Section, California Institute of Technology, Pasadena, Calif., 
1959. 458 pages. $15.00. Includes papers on such topics as the dynamics of industrial 
relations, new pressures on industrial relations, life in the automatic factory, trade 
union behavior in wage bargaining, and understanding employee benefits. 


A Norwecian ContrisuTIon To MANAGEMENT DeveLtopment. By E. Wight Bakke. 
The Administrative Research Foundation, Norwegian School of Economics and 
Business Administration, Bergen, Norway, 1959. 175 pages. $2.50. (Copies available 
from the Labor and Management Center, Yale University, New Haven, Conn.) 
In 1957, the Administrative Research Foundation at the Norwegian School of 
Economics and Business Administration invited Professor Bakke to help in planning 
and carrying out an evaluation of the Foundation’s residential course in advanced 
management at Solstrand, near Bergen—an executive development program which 
Professor Bakke describes as a “coordinated and purposeful synthesis” of other 
leading programs, notably those of the Harvard Business School and the Adminis 
trative Staff College at Henley, England. In this comprehensive report, Professor 
Bakke describes how the evaluation was made and what was learned from it. In 
the process, he offers a number of valuable pointers well worth studying by anyone 
concerned with the problem of increasing managerial effectiveness. 





F EW BUSINESS novelists can lay claim to 
so distinguished a career in business itself 
as Cameron Hawley, to whom we are 
indebted for “The Quality of Leader- 
ship” (page 8). Before hitting the literary 
jackpot with Executive Suite, Mr. Hawley 
was associated for 24 years with Arm- 
strong Cork Company, where he held 
posts in sales management, financial 
analysis, merchandising, and the direction 
of scientific research. He gave up active 
participation in corporate life, he says, 
not because he was unhappy or bored 
with it, but because he wanted to explore 
the world of business more thoroughly 
than he was able to do as a sideline to 
a highly demanding managerial job. Mr. 
Hawley’s continuing involvement in the 
business scene (exemplified by the fact 
that he spends far more time tramping 
through factories and sitting in offices 
than he does in actually writing his 
books) has borne fruit thus far in three 
novels—Executive Suite, Cash McCall, 
and The Lincoln Lords, all of which 
have been runaway best sellers. For the 
benefit of any reader who imagines, 
however, that experience of business is 
sufficient equipment for a business novel- 


who’s who 


in this issue 


ist, perhaps it should be added that 
Mr. Hawley was no literary tyro when 
he decided to devote himself full time 
to writing. He earned his way through 
college as a press association correspond- 
ent and throughout his business career 
was a frequent contributor to the Satur- 
day Evening Post and other national 
magazines. 


Robert Paxton, author of “Employee 
Relations in the Decade Ahead” (page 
18), was born in Edinburgh, Scotland 
and brought to the United States by his 
parents as a child. He joined General 
Electric immediately after graduating 
from Rensselaer Polytechnic Institute in 
1923, with a Bachelor’s degree in elec- 
trical engineering. Much of his long 
career with the company has been spent 
in two of the major equipment businesses 
of the present apparatus and industrial 
group. He served in the switchgear 
business from 1924 to 1945 and in the 
transformer business from 1945 to 1950. 
In that year, Mr. Paxton was appointed 
Manager of manufacturing policy for 
the company and subsequently elected 
an executive vice president. In 1957, he 
was appointed to the new post of Execu- 
tive Vice President—Operations and 
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elected a member of the company’s Board 
of Directors. He succeeded Ralph J. 
Cordiner as President of General Electric 
in 1958. 


A frequent speaker at AMA meetings 
and a member of AMA’s Planning Coun- 
cil, Carl H. Hageman, who contributes 
“The Pros and Cons of Labor Arbitra- 
tion” to this issue (page 27), joined 
Union Carbide in 1933 after graduating 
from Harvard. For the next ten years, 
he held positions in a number of the 
company’s plants throughout the coun- 
try and in 1944 was transferred to its 
New York offices as Assistant to Man- 
ager—Industrial Relations. From 1947 
to 1953, he served as Assistant Manager 
and subsequently Manager of the In- 
dustrial Relations Department of Union 
Carbide Metals Company. Following a 
stint as Assistant Manager and later 
Manager of the corporation’s Industrial 
Relations Department, Mr. Hageman 
was elected Vice President—Industrial 
Relations for Union Carbide in 1956. 
Besides serving in an official capacity 
on the committees of numerous organi- 
zations, he is also a member of the 
U. S. Army Secretary’s advisory com- 
mittee on civilian personnel manage- 
ment. 


Co-founder and Vice President of the 
consulting firm of Smyth & Murphy 
Associates, Inc., Matthew J. Murphy, 
author of “A Flexible Approach to Man- 
agement Job Evaluation” (page 36), has 
had an unusually varied and interesting 
career. Before forming Smyth & Murphy 
Associates, Mr. Murphy was chief editor 
of Factory magazine for five years, hav- 
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ing previously been its industrial rela- 
tions editor. He came to journalism from 
industry, to be precise, the Radio Divi- 
sion of Bendix Aviation Corporation, 
where he was successively Wage and 
Salary Administrator, Personnel Man- 
ager, and Assistant Director of Industrial 
Relations. Mr.—or perhaps we should 
say Dr. Murphy, since he holds a Ph.D. 
from New York University—is the co- 
author with his partner, Richard C. 
Smyth, of two books—jJob Evaluation 
and Employee Rating and Bargaining 
with Organized Labor. A former mem- 
ber of AMA’s Personnel Planning Coun- 
cil and Vice Chairman of the Silver Bay 
Conference on Human Relations in In- 
dustry, he is currently a member of the 
General Management Committee of 
ASME and of the Board of Directors of 
the American Standards Association. 


The joint authors of “Common Sense 
About Psychological Tests” (page 44), 
Harold E. Yuker and J. R. Block, 
are colleagues both at Hofstra College, 
Hempstead, N. Y. and at Human Re- 
sources Foundation, the research arm of 
Abilities, Inc., the Long Island company 
run entirely by the handicapped. Dr. 
Yuker, a graduate of the University of 
Newark, received his M.A. from the 
New School and his Ph.D. in Social 
Psychology from New York University. 
Author of an elementary book on sta- 
tistics, he holds the posts of Associate 
Professor at Hofstra and Research Di- 
rector at Human Resources Foundation. 
Mr. Block, who is an instructor at Hof- 
stra College and a research consultant 
at Human Resources Foundation, is a 
Hofstra graduate. He will shortly re- 





ceive his Ph.D. in industrial psychology 
from New York University. Dr. Yuker 
and Mr. Block are presently collaborat- 
ing in the preparation of a book on 
elementary statistical procedures. 


Dale D. McConkey, author of “Abil- 
ity vs. Seniority in Promotion and Lay- 
off” (page 51), has contributed several 
articles to PERSONNEL in recent years. 
Director of Industrial Relations at a 
well-known corporation which we have 
been asked not to identify, Mr. Mc- 
Conkey began his management career as 
a night supervisor for Spiedel News- 
papers, Inc. His other posts have in- 
cluded Personnel Manager of the Ameri- 
can Sugar Refining Company and Ex- 
aminer for the National Labor Relations 
Board. During World War II, Mr. Mc- 
Conkey served as a staff personnel officer 
with the Air Force. Recalled during the 
Korean conflict, he spent his off-duty 
time working as a labor consultant to 
the cigar industry in Florida and the 
Philippines. He holds degrees from New 
York University in labor law and in- 
dustrial relations and has written widely 
on industrial relations topics. 


Another frequent contributor to Per- 
SONNEL during the past few years is 
Daniel M. Goodacre III, author of 
“Changing On-the-Job Behavior: How 
and Where to Start” (page 58). Dr. 
Goodacre, who was appointed Super- 
visor of Corporate Training at the B. F. 
Goodrich Company a year ago, has been 
affliated with that organization since 
obtaining his Ph.D. from Western Re- 
serve University in 1955. He also holds 
degrees from American University and 
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the University of Texas, and was previ- 
ously with the Western Reserve Person- 
nel Research Institute in Cleveland and 
the Institute for Research in Human Re- 
lations at Washington, D. C. A man 
who wears his learning lightly, Dr. 
Goodacre is a frequent and popular 
speaker at AMA meetings. 


To many readers of PERSONNEL, 
Edwin A. Fleishman will be well 
known for his International Harvester 
studies of leadership and supervisory 
training, which he conducted with the 
Personnel Research Board of Ohio Uni- 
versity. Dr. Fleishman, who is Associate 
Professor of Industrial Administration 
and Psychology at Yale University, re- 
ceived his Ph.D. from Ohio State in 
1951. Between 1951 and 1957, when he 
joined the Yale faculty, he directed a 
research program concerned with the 
analysis and description of human skills 
for the Air Force Personnel and Train- 
ing Research Center, in which capacity 
he was responsible for the development 
of a variety of tests for the Air Force 
personnel selection program. He _ has 
served as a consultant to industrial or- 
ganizations to the Office of the Secretary 
of Defense, to the U. S. Air Force, and 
to the Office of Naval Research. He is 
the author of numerous articles in tech- 
nical and professional journals, and co- 
author of two books—Leadership and 
Supervision in Industry and Psychology 
and Human Performance. Joseph Ber- 
niger, who collaborated with Dr. Fleish- 
man on “One Way to Reduce Office 
Turnover” (page 63), is a graduate of 
C.C.N.Y. and obtained his Master’s de- 
gree in industrial administration at Yale 
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in 1958. He is now employed in produc- 
tion management with the Semi-Conduc- 
tor and Materials Division of Radio 
Corporation of America. 


Elmer G. Guilmartin, author of 
“Does a Liberal Paid-Absence Plan En- 
courage Absenteeism?” (page 70), has 
been Personnel Manager of Trans-Sonics, 
Inc., Burlington, Mass., since 1956. He 
was previously Assistant Personnel Di- 
rector of the W. H. Nichols Company, 
of Waltham, Mass. Mr. Guilmartin, who 
served in the Air Force during World 
War II, seems to have been going to 
school practically ever since. He obtained 
his B.B.A. from Boston University in 
1951 (by which time, he tells us, he was 
the father of four children) and his 
M.B.A. from the same university in 
1956. 


Since the career to date of A. C. Mac- 
Kinney has been the subject of comment 
in this column on more than one occa- 
sion in the recent past, here we shall 
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content ourselves with recapitulating the 
salient facts about the author of “What 
Should Ratings Rate?” (page 75). Dr. 
MacKinney, who is Assistant Professor 
of Psychology at Iowa State University, 
was formerly a research psychologist 
with General Motors and a consulting 
psychologist with R. N. McMurray & 
Co. He obtained his Ph.D. at the Uni- 
versity of Minnesota. 


Correction. In our last issue, we de- 
scribed William B. Chew, joint author 
of “New Light on Trait Rating,” as a 
member of the staff of the General 
Motors Institute. Dr. Chew has since 
politely asked us to make it clear that 
his affiliation with the Institute ceased 
in 1957, when he was appointed to the 
Central Office Personnel Staff of General 
Motors Corporation, where he is present- 
ly a member of the Salaried Personnel 
Section, in charge of research and ad- 
vance planning. Our apologies to Dr. 
Chew, and to those of his colleagues and 
friends who may well have been baffled 


by our error. 


Expense Accounts: Day of Reckoning 


Most companies supply all their traveling employees with a “basic bundle” of 
services—transportation, room, meals, tips, and usually business entertainment— 
and expect them to live as comfortably on the road as at home, according to a recent 
Harvard Business Review survey. The costliness of the bundle, however, is governed 
by rank: top executives, the 2,800 respondents agreed, should live more comfortably 
than their subordinates. Other traveling expenses are usually determined on an 
individual basis, by rank and by the length and nature of the trip. 

Company policies on non-traveling expenses vary more significantly with company 
size than with employee rank, the survey found. A comparison of policies for top 
executives alone showed that small companies more often assume the costs of magazine 
subscriptions to the home, business gifts, upkeep or even purchase of private cars, 
and membership in social clubs On the other hand, large companies more often 
supply their top executives with a country club or resort and pay for attendance at 
professional conventions. 





a additions to your management bookshelf 


W aces AND SALARIES: A 
HANDBOOK FOR LINE MAN- 
AGERS by Robert E. Sibson. Shows 
the line manager how to handle his 
responsibilities in the over-all admin- 
istration of his company’s pay pro- 
gram. Includes necessary information 
about wage and salary techniques and 
specific solutions to day-to-day prob- 
lems. Here is the background the man- 
ager must have to answer subordi- 
nates’ questions about wage and salary 
policies. The book contains basic 
data on job evaluation, merit rating, 
wage incentives, fringe benefits, and 
compensation for exempt and non- 
exempt employees. $5.25/AMA 
members: $3.50. 





OvertiME COMPENSATION 
FOR EXEMPT EMPLOYEES. Re- 
sults of an AMA survey of 434 com- 
panies, conducted to determine in 
what circumstances, and to what ex- 
tent, industry grants overtime com- 
pensation to exempt employees. This 
study reports on laws, practices, and 
company viewpoints regarding such 
compensation. Companies surveyed 
describe plans for overtime payment: 
Equal time off, two-step plan, scales 
of payment, etc. Also discussed are 
types of exempt personnel paid for 
overtime: Factory and clerical first- 
line supervisors, salaried profession- 
als, and middle management. RE- 
SEARCH Stupy 40.$2.25/AMA mem- 
bers: $1.50. 


Order from DEPARTMENT P6, AMERICAN MANAGEMENT ASSOCIATION, INC., 


1515 Broadway, New York 36, New York. 


AMA will pay normal postage and handling charges on all orders accompanied by check 
or money order. Shipping and handling charges will be added to orders not accompanied 
by remittance. Orders under $5.00 must be accompanied by remittance. Add 3% sales tax 


for orders to be delivered in New York City. 
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